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ABSTRACT 
We love small things because thev can achieve big 
things. But being small, its capacity to face hurdles is also 
small. In spite of this, small sector has emerged as a big 
idea for the solution of many problems and for overall 
development of state, because of its numerous characteristics 
viz less capital requirement, labour intensive character, 
dispersal in rural/backward areas, contract ion of regional 
imbalance, opera t ion, flexibility and quick adaptability. Its 
past per formance is commendable for combating chronic 
problems of nat ion, by proving its worth in absorbing a 
large number of persons, producing variety of products and 
earning of foreign exchange- Today, this sector is producing 
over 7 5 0 0 varieties of products, employing about 168 lakh 
persons and earning valuable foreign exchange of about 
35% of total export . 
The progress of this sector is not up to its capacity. 
During the last 50 years the achievements have fallen short 
of our expecta t ion . Today this sector faces numerous 
problems. But actually scarcity of finance creates other 
problems. Every problem of small producer is the ultimate 
analysis of financial one. The financial problem is a pivot 
round which all other problems revolve. Due to this 
problem various units are languishing and face closures. 
The health of this sector is deter iorat ing day by day. 
Sickness in this sector has become endemic and epidemic 
and has become a hurdle in the development of nation. 
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Various factors were responsible for sickness and in 
past various committees were constituted and many researches 
have been undertaken to tackle these problems. These 
researches have helped a lot to measure , predict and 
suggest remedial measures for solving problems, but still 
a lot has to be done in this regard. The basic question 
is why does this situation arise? What is the root cause 
of sickness? Why financial agencies are blamed for sickness, 
that and more is the need of hour to be studied. 
Due to sickness many units have s topped functioning 
all over India and Jammu and Kashmir is one of them. 
Already due to disturbed political condit ion, the economy 
is ravaged and sickness in small scale sector adds fuel to 
the fire in state economy. 
The need of hour is to look at brighter side. Instead 
of shedding tears on it, pinpoint the reasons , which are 
responsible for deteriorating health and these problems 
should be tackled on war footing. 
Need and S c o p e of the Study: 
Jammu and Kashmir's disturbed condit ions have pushed 
back the state to the 23rd position in the list of annual 
income rate from 6th before 80s.1 7 Insurgency has given 
a shattering blow to the developmental process and the 
worst affected is small-scale industry. Geographical location 
and climatic condition of state is such that it is impossible 
for the people to depend upon agriculture only. SSI's are 
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the only hope for people but due to political disturbance 
most of the units are on closure-stage. The number of sick 
units is increasing day by day. Almost every day problems 
faced by SSI's are discussed in local newspapers. In spite 
of so many incentives and packages available, evidence 
shor tage of financial resources is the main cause of 
s ickness. 
The focus of the study is on the problems faced by 
SSI units in J&K, in spite of the fact that various 
incent ives , packages, schemes are available to these units. 
The posi t ion is deteriorating day by day. The deteriorating 
factor is also evident from Jammu & Kashmir's finance 
minister 's , budget speech on March 1998 that "out of 
3 5 6 4 1 only 1000 units are functional while 8500 of these 
are non existent, while subsidy and financial assistance for 
them has already been drawn". 
The spain of study is spread over post militancy and 
post liberalisation period. The study has been limited upto 
3 1 . 3 . 1 9 9 8 . because of prevailing situation of administrative 
and political disorder, which has handicapped industrial 
offices and it is difficult to collect data . However, all efforts 
have been made to include latest and necessary information 
wherever required. This is the main reason that in certain 
places data of short period has been mentioned. 
A special nursing treatment is most urgently required 
to save small-scale industry from calamity. This could only 
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be possible if we are able to exactly pin point problems 
and take remedial s teps. 
There' is need of such study, which has part icular 
relevance and significance for small industrial units, which 
can pinpoint the causes of sickness in small scale industry. 
Various studies in past on small-scale industries 
have been done. Some important studies have been reviewed 
this chapter under review of earlier studies. These researches 
have helped a lot to measure , predict and suggest remedial 
measures for solving problems. The present study has been 
undertaken with the intention to pinpoint main reasons 
behind sickness, and how to use existing available resources 
to the maximum extent. 
Objec t ive s of the Study: 
The specific objectives of the study are as follows. 
1. To assess major financial problems of small-scale 
units in Jammu and Kashmir. 
2. To identify various sources of finance available to 
small-scale units and assess their progress. 
3 . To find out problems faced by the units while 
obtaining finance from institutional and non-institutional 
sources. 
4 . Analysis of the policies of Government for small-
scale units. 
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5. To assess the remedies to overcome the financial 
problems of the small-scale units. 
M e t h o d o l o g y : 
The study is based on primary and secondary data. 
(a) Primary Data: 
Data has been collected from selected centers of 
production/financial institutions/various departments linked 
with small-scale industries. Necessary information for the 
study was collected through questionnaire, personal interviews, 
and discussions with managers/owners of small-scale units 
and chief officers of concerned depar tments . Comments 
and suggestions were also invited from managers / owners, 
officials of the Government/non-Government agencies directly 
or indirectly related to the industry. The emphasis is on 
examining various dimensions of financial problems. Initially, 
a plot survey was conducted of twenty units to know the 
reactions of the respondents towards questionnaires. As a 
result of this testing, some irrelevant questions were 
dropped and some other relevant questions to the study 
were incorporated. Though the questionnaire was in English, 
the questions were also explained in the local language i.e. 
Kashmiri or Dogri to elicit correct information. 
S a m p l e : Total number of SSI registered units as on 
3 1 . 3 . 1 9 9 8 are 39436 . These are engaged in various 
activities, out of these units only 200 units are selected 
for sample for different types of activities in which most 
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of the units are engaged. Samples have been selected from 
all the districts of the state on the assumption that those 
units which are not selected are facing the same problems. 
The units which are not registered with the District 
Industrial Office, were left out because their location and 
conce rned data are not available. 
(b) S e c o n d a r y Data 
The secondary data are collected from the published 
and unpublished documents, cor respondence , and records 
mainta ined by the concerned depar tments at the centre , 
s ta te and district level. Moreover, the study of Government 
policies, schemes and programmes and their implementation 
and progress are totally based on official records and 
newspape r reports. 
Layout of the Study: 
The present study, "Financial problems of small-scale 
industry with special references to Jammu and Kashmir" 
is divided into five chapters. 
First chapter has been devoted to introduction of small-
scale industries. The chapter deals with the role of SSIs in the 
development of Indian economy, need of study, review literature, 
objectives, methodology and limitation of study. 
Chap te r 2 deals with perspective of SSIs of Jammu and 
Kashmir in which Geo-physical features, state income, 
resources available in Jammu and Kashmir are discussed. 
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Chapter 3 outlines the organizational structure and 
industrial policy in which apart from discussion of industrial 
policy and incentives available in Jammu and Kashmir, the 
progress of these schemes is also examined. 
Financial problems faced by small scale industry in production, 
marketing and problems faced by entrepreneurs while financing 
their business has been presented in chapter-4. 
. The last chapter presents summary and suggestions so 
tha t the difficulties faced by entrepreneurs should be solved 
in order to open gateway for development of the state 
economy. 
Limi ta t ions of the Study: 
During the survey, many difficulties while collecting the 
da ta cropped up. The problems faced in the collection of 
da ta are presented below: 
1. Because of the political and administrative disorder 
in the state, it was very difficult to visit ev^ry nook 
and corner of the s ta te . However, every possible 
effort was made to include the information whenever 
and wherever required and available. 
2 . The small-scale industries in Jammu and Kashmir are 
highly unorganized and many of these units are very 
small in size. Entrepreneurs are mostly uneducated, 
so these units do not maintained proper records viz. 
Cash-book, ledger, stock statement, profit and loss 
and balance sheet. While no stone has been left 
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unturned to make this study authent ic , however, due 
to above mentioned weaknesses of industry, certain 
shortcomings are unavoidable. 
3. During the survey it has been found that a few units 
selected from the list of samples are closed/defunct/ 
untraceable/de-regd. Or occupied by security forces. 
As a result, smaller fresh units were later on added 
in sample. 
4. It has been observed during survey that it was 
relatively difficult to collect data directly from small-
scale industrial units. The entrepreneurs were reluctant 
to discuss matters pertaining to their business. In 
spite of the best efforts to convince the owner/ 
managers that the information collected would be 
kept confidential and used only for the purpose of 
research, some owners /managers did not cooperate 
to the desired extent. Probably this was due to a 
psychological fear of fact being disclosed to various 
authori t ies it was almost impossible to overcome this 
apprehens ion in most of the cases. 
In spite of all these difficulties, every effort has been 
made that these factors would not effect the overall 
findings of the study in one way or the other. 
Finding and S u g g e s t i o n s : 
There is no need to introduce Jammu and Kashmir 
State . It is famous all over the world for its natural beauty. 
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The state remains always in limelight because of its 
s t ra tegic position on the world map. But irony is that at 
p r e sen t the state is passing through tumultuous period and 
its economy is totally ravaged. 
The state, is divided in to three regions and all the 
th ree regions have their own characteristics. 
1. The barren rock land scape of Ladakh region. 
2 . The verdant valley of Kashmir region. 
3 . The sandstone slope of the Shivalik range of Jammu 
reg ion . 
All the three regions have abundance of natural resources 
gifted by nature. But climatic condi t ion, diversity in terrain, 
poo r accessibility and resource base resulted in uneven 
distr ibution of population. The state is true example of 
rel igious unity where every community is in good number. 
Muslims are in majority followed by Hindus, Sikhs, Buddhists, 
Chr is t ians , and Jains. The working force of state is mostly 
engaged in agricultural activities, (about 60% of total 
working force). Industrial sector provides employment only 
to 5 . 5 7 % of the total working force. But the position of 
s ta te is that 60% agriculture based working force provides 
livelihood only to 15%. 
As far as natural resources are concerned, it is beyond 
the capaci ty to count. Almighty has bestowed all natural 
r e sources on this state. But s ta te has not taken full benefits 
from these resources and is still industrially backward. 
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These resources are not fully utilized due to various 
reasons. Small-scale sector which was one of the main 
sources for utilizing these resources. The study shows a 
very pathetic picture of this sector. No doubt, Small scale 
sector has dominance in industrial economy but condition 
of this sector is that only 1000 units out of 35641(registered) 
are functional while 8500 of these are non exis tent , subsidy 
and other financial assistance for which have already been 
drawn. As far as the number of units is concerned on 
papers there is significant growth but actually as compared 
to no. of units this sector provides very less employment . 
In past policy makers gave full importance to this sector, 
which it deserved. Separate industrial policy for small-scale 
sector was formulated and this was changed from time to time 
according to the need of changing business environment. There 
is comprehensive policy and friendly attitude towards this 
sector in vogue. Various organizations are working on that 
policy, various concessions are given and various incentives 
are provided. But on examining of these schemes, conclusion 
comes out that the progress of these schemes is not 
satisfactory. On various schemes not a single penny has 
been spent in past , if some amount is spen t on these 
schemes, it is only in selected areas or on selected units 
only. The problem remains is it was. 
There is no need to discuss the importance of finance. 
For business it is lifeblood, it is force which rotates its 
activities. Scarcity of finance effects all depar tments of 
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business . The problem of the small industries together is 
a vast complex where parts regarding, material, labour, 
product ion, quality control, finance and marketing cannot 
be solved separately. The credit and finance problem have 
to be tackled as one problem. The causes by which small 
scale sector is languishing, are the co-faults of government 
as well as entrepreneurs. The problems of J&K states small 
sector are peculiar. Lack of professional character, planning, 
poo r capital structure, poor marketing strategy are basic 
factors responsible for growing sickness in this sector. The 
hurdles in the path of running business smoothly are 
geographical location, non-availability of timely raw material, 
lack of skilled labour and shortage of power. These 
problems are not so serious that they cannot be solved. 
"Money makes the mere go" , all is dependent on availability 
of finance and utilization of available finance. 
Various institutions are engaged in financing this sector. 
But after examining the progress and working of these 
inst i tut ions, it comes to negat ive. Almost all insti tutions 
have pushed back their hands in financing small-scale 
sector . On one side shrewd moneylenders are exploiting the 
weakness of entrepreneurs and on the other, the policy of 
inst i tut ions is to "see which way the cat jumps". 
Various shortcomings are observed during survey in 
credit delivery system. Fault on the part of en t repreneur ' s 
is lack of information of all facilities provided for small-
scale sector and on the part of institution the procedure 
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of financing this sector is bogged down in legal complexity, 
faulty condit ions of loan, wrong policy of security valuation, 
redtapism and time consuming process. Recovery process 
is very slow and administrative malpractices have become 
major hurdles in the path of credit delivery system. 
Forget the past, it is better to solve these problems 
on war footing instead of shedding tears on it. On the basis 
of observation some suggestions are given "on last pages. 
Success or failure of business is totally dependent on the 
person who controls it. The man, incharge , must have full 
knowledge of business. For that en t repreneur ' s development 
programmes should be organized in order to make them 
aware. They must know all business techniques and have 
full knowledge of all the facilities and concessions provided 
for this sector. Poor capital structure leads a healthy unit 
to sickness. Every possible step should be taken, so that 
capital structure of unit should be a balanced one . Industrial 
location is the main problem of en t repreneurs to select a 
suitable place for locating their units. Improper location 
has made many units sick. Government should select 
suitable place for industrial purposes where facilities can 
be provided easily. Raw material is an impor tant component 
of product ion. Shortage or non-availability of timely raw 
material, inferior quality and high priced raw material are 
main complaints of entrepreneurs . DIC should establish 
own raw material banks in every district; so that raw 
materia] problem faced by entrepreneurs can be solved. 
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Moreover, these units which are not functioning, raw 
material should not be allotted to them. 
Electricity is one of the most vital infrastructure inputs 
for economic development. In spite of that state has vast 
potent ial of power generat ing, the state faces acute power 
crisis. This study reveals that power is the main cause of 
underutilization of capacity. Necessary steps should be 
taken in order to make sure that entrepreneurs get adequate 
supply of power. The process of getting diesel generat ing 
sets should be smooth. High power DG generat ing set 
should be installed in industrial estates and in industry 
c o n c e n t r a t e d areas ins tead of providing subsidy to 
ent repreneurs on' DG sets. 
NSIC progress in past is far from satisfactory. At least 
in every district there should be one branch of NSIC so 
that people can avail full benefits from this high status 
insti tutions through their various schemes. Lack of market 
for products is another main problem, which not only 
hinders their further production but also a large amount 
is blocked. It is only market, which can develop this sector. 
Suitable markets should be made available where products 
of these units could be absorbed. 
All depends on availability of timely finance, as working 
capital is very necessary for running business. Arrangement 
should be made so that en t repreneur can free themselves 
from the clutches of moneylenders . In the working of 
financial agencies which are engaged in financing small-
scale sector, there is need of a drastic change in their 
app roach and attitude. Staff appointed, should be exper t 
in its job and in each office one officer should be appo in ted 
who has full knowledge of SSI sector. Lack of knowledge 
of facilities provided and concessions available for this 
sector handicaps various entrepreneurs in getting full benefits 
of all schemes available. An effective system should be 
adopted for displaying all relevant literature. The agenc ies 
that are dealing with SSI, relevant literature should be 
available in every office for the purpose of reference and 
guidance. The study reveals that very less number of 
branches are present and, those too only in specific a reas . 
Need of the hour is that more branches should be opened 
for SSI units, particularly in industry concentrated a reas . 
Unnecessary delay in the process of registration, sanction 
and disbursement should be shor tened . Legal and 
administrative hurdles in the way of getting loan should be 
reduced to reasonable limit. Proper monitoring of funds is 
also very necessary, so that misuse of funds can be avoided. 
Institutions working capacity depends upon circulation 
of money. Study reveals that recovery process is very slow. 
Necessary steps should be taken in order to improve 
recovery process, so that working of institutions may not 
suffer. 
Government alone can not solve financial crisis faced 
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by entrepreneurs , , it is also the duty of the people of state 
to he lp government in tackling this problem. A trust pool 
should be opened in each town and persons who have 
ability to pay should contribute to it. This amount should 
be utilized in opening of new units or financing to existing 
units , which are in need of finance. The opening of small 
uni ts , will provide employment to about 50 persons in each 
town. If it happens in fact the people of state will have 
some contribution in states development . 
All depends on the people and the govt, of the s ta te , 
if they are interested in the development of state it will 
develop. All suggestions will give result if they are considered, 
for tha t staffs attitude should be friendly and cooperative 
towards this sector. 
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C H A P T E R - I 
INTRODUCTION 
Small is beautiful, it is also bountiful. We love small 
things because small things can achieve big things. As we 
stand at the threshold of the 21st century, we see that 
small has really emerged as the big idea around the world, 
including some of the most advanced countries like USA, 
UK, Germany and Japan. Small scale industry in these 
countries is considered to be leading sector. In India after 
independence industrialization was given top priority in 
planning. Emphasis on industrialization is reflected from 
the industrial policy resolution of Government of India 
1956, which laid down the foundation for the industrial 
policy in the country. It was felt that industrial 
development in India would take place through efforts and 
expansion of public sector. 
Small industry covering a wide spectrum of industry 
occupies an important position in planned development of 
Indian economy and has grown to be the most vital sector 
of our nation on account of numerous characteristics such 
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as less capital requirement, labour intensive character, 
optimum technology adoption, dispersal'in rural/ backward 
areas, contraction of regional imbalance, operational 
flexibility, quick adaptability, export orientation, wide 
spread diffusion of entrepreneurship, equitable distribution 
of economic wealth of the country. 
Utilization of locally available human and material 
resources and expertise/experience, capacity to attract 
small savings and divert to productive channels, play vital 
role in resolving chronic problem of unemployment or 
underemployment. In the last fifty years of economic 
planning and development in this country small-scale 
industry has fulfilled some of these expectations. They have 
contributed significantly to our national output and income, 
foreign exchange earnings, employment and dispersal in 
our economy. "As in March 1998, there are 30.14 lakhs 
small scale units spread all over the country employing 
around 167.20 lakhs people and production at current 
price is estimated at Rs. 467224 crores (at constant price 
Rs. 270855 corers) which is about 40% of our total 
production sector. The volume of exports (direct) from this 
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sector is Rs. 43946 corers (provisional) earning valuable 
foreign exchange which is 35% of total export."1 
ROLE OF SMALL INDUSTRIES IN THE INDIAN 
ECONOMY 
Small-scale sector has emerged as a highly vibrant 
and dynamic sector of the Indian economy and has been 
playing vital role in shaping the destiny of nation since 
independence. 
This sector has proved its worth not only by 
contributing greatly to the growth and development but 
also by generating employment. It has shown capacity to 
absorb competitive technology and as a result foreign 
exchange is being earned. 
"The viability of the small scale sector could be 
judged by the fact that the net value added per one rupee 
fixed investment with respect to the small scale is 0.96 
against 0.41 in the large scale sector, while the production 
per unit of investment in the small scale is estimated to 
be 5.60 against 1.80 in the large scale sector. A project 
in the small scale sector with an investment of Rs. One 
million normally provides employment to 173 persons 
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while the same number of employees in the large-scale 
sector would require on investment of Rs. 5.31 million.2 
The relationship between the large and small sector 
is, however complementary and manifests itself 
significantly in the form of subcontracting to their mutual 
advantage. A small ancillary unit is able to supply 
standardized components to a large-scale parent unit at 
cheaper rates owing entirely to personal supervision and 
lower overheads. 
Table-1.1 
Important Indicators of SSI Sec tor ( 1 9 6 0 - 1 9 9 8 ) 
Period 
1960-61 
1966-67 
1976-77 
1986-87 
1996-97 
1997-98 
No. ot 
Units 
(in Lakhs) 
0.36 (R) 
2.50 
5.92 
14.62 
28.57 
30.14 
Production 
Rs. in crores 
(current prices) 
N. A. 
N. A. 
12400 
72250 
412636 
465171 
Employment 
(in Lakhs) 
16 
18 
50 
101 
160 
167.20 
txport 
(in crores) 
N. A. 
68 
766 
3643 
39249 
43946 
R = Registered, N. A. = Not Available. 
Source: ^aushik, K.C. "50 years of Small Industries in India" 
Adopted from Laghu Udyog Samachar, Jan.-Dec.'97, 
p. 7. 
2SSI, DCO (unpublished material) 
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It is evident from Table-1 that apart from the 
rapid increase in the number of units from 0.36 lacs in 
1960-61 to 30.14 lacs in 1997-88 out of these 42% units 
are located in rural, areas, the rate of growth in production 
increased from 12400 crores (current price) in 1976-77 
to 4 6 5 1 7 1 crores in 1997-98 and in terms of employment 
only 16 lakh were engaged in 1960-61 ' and now it stands 
at 167 .20 lakhs persons. The share of small industries in 
total export has registered a sharp increase, from 68 crore 
in 1966-67 to 43946 crores in 1997-98 . In non-traditional 
products alone small sector now accounts for 40% of total 
export. The above figures clearly indicate a phenomenal 
growth, whether it is in number units, production, 
employment or export. Even in recent years the growth 
has always been higher than the large scale Sector as 
shown in the Table 1.2. 
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Table - 1.2 
Comparative Growth Rate of SSI and Industrial 
Sector 
(In %) 
Year SSI Sector Overall Industrial Sector 
0.6 
2.3 
6.0 
9.4 
12.0 
7.0 
Source. Kaushik, K.C. "50 years of Small Industries in India" 
Adopted from Laghu Udyog Samachar, Jan.-Dec.'97, 
p. 8. 
The onset of planning era in 1951 saw the village 
and small industries being recognized as important tool for 
employment genera t ion and ba lanced regional 
development; the sector got a reasonable share in plan 
outlays as shown in Table 1.3. 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
3.1 
5.6 
7.1 
10.1 
11.4 
11.3 
7 
Plant Outlays 
Plan Period 
First Plan 
Second Plan 
Third Plan 
Annual Plan 
Fourth Plan 
Fifth Plan 
Annual Plan 
Sixth Plan 
Seventh Plan 
Annual Plan 
Annual Plan 
Eighth Plan 
Tabic -1 .3 
i for SSI Sector 1951-56 to 1 9 9 2 - 9 7 
SSI's Sector Including 
Industrial Estate 
(1951-56) 5.20* 
(1956-61) 56.00* 
(1961-66) 113.06 
(1966-69) 53.48 
(1969-74) 96.19 
(1974-79) 221.74 
(1979-80) 104.81 
(1980-85) 616.10 
(1985-90) 1120.50 
(1990-91) 392.13 
(1991-92) 482.86 
(1992-97) 2862.14 
'Excluding Industrial Estate 
Source: Report on Function and Activities, Small 
Industrial Development Organization 1 9 9 2 - 9 3 
Published by DCO/New Delhi P-9. 
Even more impressive than these statistics, is the 
wide variety of products (over 7500) that are now being 
manufactured in the small-scale sector. Beginning with the 
production of simple consumer goods, the small-scale 
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sector has branched out to some highly precision-oriented 
products. The small scale sector has emerged as a major 
supplier of mass consumption items like leather products, 
plastic and rubber goods, stationary items, soap and 
detergents, domestic utensils, tooth paste and tooth 
powder, safety matches, preserved fruits and vegetables, 
wooden and steel furniture, flash lights, torches, boot 
polish, brush, paints and varnishes, spare parts etc. 
Amorig the sophisticated items the main are the 
following: TV sets, electronic control system, radio, 
transistor, hearing aids, intercom sets, flash guns, car 
radio, electronic desk calculator, microwave components, 
plastic film capacitors, carbon film resistors, electro-
medical equipment, such as cardiac pace makers and ECG 
machines, electronic teaching aids, digital measuring 
equipment, air conditioning equipment, dry cleaning 
equipment, house service meters, miniature bulbs, optical 
lenses, drugs and pharmaceuticals, electric motors , 
machine tools, automobile and scooter parts, printing inks, 
dye stuffs, pesticide formulations, photographic sensitive 
paper, razor blades, collapsible tubes etc. 
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Government of India has reserved 821 items for 
exclusive production in small-scale sector and 358 items 
are reserved for purchase from small-scale units including 
handicraft. 
BOTTLENECKS FOR SMALL SCALE INDUSTRY IN 
INDIA: 
During last 50 years achievements of SSI have fallen 
short of our expectations. Today, these units face 
numerous problems and some of them are languishing and 
face closures due to sickness. 
The first problem of SSI's is 
finance. Financial problem is 
pivot, round which all other 
problems" revolve. If we solve 
financial problem, others will be 
automatically solved. 
Financial problem for small scale Industry is same as 
AIDS for human beings. If allowed to continue, it will lead 
any healthy organization to ruin. The health of the unit 
undergoes gradual deterioration where sick unit can't be 
viable and ultimately leads to closure of the unit and death 
of many families getting livelihood from this unit. 
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Sickness is adreadly disease and is a cause of concern 
every where, whether it is a human body or an industrial 
body as it effects efficiency, productivity and ultimately 
proves fatal. Various causes are responsible for that, such 
as faulty planning, management deficiency, inefficient 
financial structure, under utilization of resources, scarcity 
of timely finance, obsolete technology, out dated 
machinery, shortage of power, poor quality and less 
demand. 
Small scale units are generally started with weak equity 
base because of scarcity of own resources and are mostly 
dependent on financial agencies and government. Heavy 
reliance on borrowing makes a unit vulnerable to 
environmental pressures and effects operation of the unit 
by increasing interest burden and reducing borrowing 
capacity. As compared to it, large industries are based on 
strong capital structure and are organisationally strong. 
T h e s e industries can face ha rdsh ips of business 
environment to some extent. But for small industries even 
a little problem effects its operation. Sickness in small units 
only tends to further increase involvement of leading 
11 
institutions and effects operation of these institutions in 
financing other new entrants or existing units in this field. 
Industrial sickness is a universally accepted term and 
is directly or indirectly concerned with finance. Everyone, 
whether central Government, State Government, financial 
institutions, commercial banks or entrepreneurs are worried 
about it. Government of India has taken various measures 
from time to time to detect sickness at the incipient stages 
so that failure and ultimate closure of unit may not take 
place. 
A small-scale industrial unit is considered sick if: 
1. Anyone of its borrowal accounts remains sub-
standard for more than two years i.e. principal or 
interest in respect of any of its borrowal accounts 
has remained overdue for a period exceeding 2.5 
years. 
2. There is erosion in the networth due to 
accumulated cash losses to the extent of minimum 
50% of its peak net worth during the preceding 
two accounting years. 
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3. Mounting arrears on account of statutory and 
liabilities for, say a period of one or two years.3 
Though various study teams and expert committees 
have been setup to examine the issue of sickness, 
pertaining to small scale units and have also suggested 
various remedies but as is clear from Table-1.4 a lot of 
work is still to be done to know about sickness in its initial 
stage. It may be observed that of the end of March 1991 , 
there were 2 ,21 ,472 sick units which increased to 
2 ,68 ,815 by the end of the 1995. Thereafter it started 
declining and stood at 2 ,20,594 units at the end of March, 
1 9 9 8 . Over the corresponding per iod , bank dues 
outstanding against sick SSI increased by 37% from Rs. 
2792 crore to Rs. 3843 crores. This is more important 
since remedial action could be taken at appropriate time 
rather than to wait and watch for the unit to become 
completely sick where nothing can be done to make it 
viable again. 
13 
Tabic 1.4 
Magnitude of Sickness in Small S c a l e Sector 
( 1 9 9 1 - 1 9 9 8 ) 
At the end ot 
March 
No.of units 
(Amount o / s 
1991) 
No.of units 
(Amount o / s 
1992) 
No.of units 
(Amount o / s 
1993) 
No.of units 
(Amount o / s 
1994) 
No.of units 
(Amount o / s 
1995) • 
No.of units 
(Amount o /s 
1996) 
No.of units 
(Amount o /s 
1997) 
No.of units 
(Amount o /s 
1998) 
Potentially 
viable 
16140 
(693.12) 
1 9 2 1 0 
(728.90) 
2 1 6 4 9 
(798.79) 
1 6 5 8 0 
(685.93) 
15539 
(597.93) 
16424 
(635.82) 
1 6 2 2 0 
(479.31) 
18681 
(455.60) 
Non-viable 
2 0 2 9 9 8 
(1997.16) 
2 2 3 3 3 6 
(2256.14) 
2 1 3 8 0 4 
(2506.94) 
2 3 4 2 6 5 
(2842.25) 
2 4 9 3 7 5 
(2842.40) 
2 4 0 1 6 8 
(2943.65) 
2 1 3 0 1 4 
(3031.59) 
198716 
(3284.87) 
Viability yet 
to be decided 
2334 
(101.84) 
3 0 2 9 
(115.61) 
2 7 2 3 
(137.25) 
5607 • 
(152.19) 
3 9 0 1 
(106.84) 
5 7 8 4 
(142.47) 
5 7 9 8 
(98.30) 
3152 
(102.97) 
Total Viable units put 
under nursing 
2 2 1 4 7 2 
(2792 .04 ) 
2 4 5 5 7 5 
(3100 .67 ) 
2 3 8 1 7 6 
(3442 .97 ) 
2 5 6 4 5 2 
(3680 .37 ) 
2 6 8 8 1 5 
(3547 .16 ) 
2 6 2 3 7 6 
(3721 .94) 
2 3 5 0 3 2 
(3609 .20 ) 
2 2 0 5 9 4 
(3843 .44) 
programme 
13224 
(550.06) 
13289 
(558.55) 
1 2 2 1 8 
(581.52) 
11376 
(522.42) 
10371 
(449.03) 
1 1 0 2 6 
(421.92) 
1 0 5 3 9 
(322.2) 
N.A. 
Figures in Brackets indicate Outstanding 
Amounts (O/S) in Crores 
Source: By courtesy Reserve Bank of India, 
Unpublished Material. 
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Recently RBI has setup a one-man committee under 
the chairmanship of former secretary (SSI and ART) to 
look into various problems, such as credit flow to SSI 
sector, and change of definition on various grounds. 
In his opinion a SSI unit account has to be non-
performing for two and half years before it can be 
recognized as a sick unit and become eligible for nursing 
in the event of its being declared as potentially viable. In 
committed views, in fact 2.5 years of period of waiting 
is genuine case of sickness, but it could prove counter 
productive and even fatal. 
The committee suggested the following points for 
considering a unit sick: 
(a) If any of the borrowal accounts of the unit remains 
sub-standard for six months i.e. principal or interest 
in respect of any of its borrowal accounts overdue 
for a period exceeding one year; 
(b) There is erosion in the networth due to accumulated 
cash losses to the extent of minimum 50% of peak 
networth during the previous accounting year, and 
75 
(c) The unit has been in commercial production for at 
least three years. 4 
Jammu & Kashmir: 
Jammu and Kashmir 's cl imatic condi t ion and 
demographic location, make it distinct from other states. 
Due to these unique features the state faces internal and 
external problems. Internal problems are, under utilization 
of capacity, low profitability, inadequate sale, and faulty 
financial structure. The external problems are restraint on 
landing by bank and financial institutions, legal proceeding 
against the unit for recovery of loan, shortage of skilled 
labour, shortage of raw material, inadequate transport 
facility and less attention of Government towards SSI's. 
Insurgency has badly affected the industry in Jammu 
and Kashmir. The worst affected is the small-scale industry. 
Financial institutions push back their hands in providing 
loans. Trade credit has ceased to be available from the 
suppliers- of raw material located outside Jammu and 
Kashmir. The cost of inputs has increased out of 
proportion and tends to lower the profitability of the 
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products manufactured. The labour has also become scarce 
because they are scared to work in the disturbed 
environment; Government takes less interest in small-scale 
industries. Due to these reasons almost all the small-scale 
units in Jammu and Kashmir have reached the closure 
stage. Even though the Government has made some efforts 
at the planning and allocation level, administrative 
malpractices have become a major hurdle in this path. 
This research is a modest attempt in this direction. 
It is hoped that the findings of the study would be helpful 
for policy makers and industrialists in the industrially 
backward state of Jammu and Kashmir. 
Committees Constituted for Tackling bott lenecks of 
Small Scale Industries: 
Several committees were constituted from time to 
time by banks, central government and state government 
to deal with the sickness problem of small-scale industry. 
Some committees constituted are as under: 1. Tandon 
committee, 1975, RBI, 2. Warshney committee 1975 
SBI, 3 . Study group 1976 IDBI, 4. High power committee 
1978 U n i c Finance Ministry, 5. Bhuchar committee 
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1976 RBI.6. Hasib committee 1986 RBI. But t h e s e 
committees did not suggest solid steps to tackle these 
problems. 
After liberalization and globalization, the need was felt 
to deal with the financial problem of small-scale industries 
to enable them to compete. Some committees were set 
up after 1991 to tackle financial problem with changing 
circumstances. Main recommendations of these committees 
are discussed below. 
Nayak Committee. 
Nayak committee was set up by RBI in Dec 1 9 9 1 . It 
dealt with adequacy and timely availability of credit to 
SSI's. Nayak committee found that the S.S.Sector was 
getting working Capital to the extent of 8.1% of its annual 
output, which was less than the normative requirement of 
20% of its annual, projected turnover by way of working 
capital. Accordingly, Nayak committee recommended that 
the SSI sector should obtain 20% of its annual projected 
turnover by way of working capital. 
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Based on these as well as on other recommendations 
of Nayak committee, RBI issued a number of circulars 
advising banks to grant working capital to the extent of 
20% of the projected annual turnover, timely disposal of 
loan applications and setting up of specialized branches 
of banks for SSI loaning in the areas of higher SSI 
concentration.5 
On the basis of Nayak committee recommendations, 
finance Minister in budget speech of 1995-96 announced 
a seven point action plan for improving the flow of credit 
to small scale sector, consists of the following. 
1. Time bound action for setting up specialized SSI 
branches in 85 identified districts, at least 100 such 
dedicated branches to be opened before the end of 
1995-96 
2. Adequate delegation of powers at the branch and 
regional levels. 
3. Banks to conduct sample surveys of SSI accounts 
to find out, whether they are getting adequate credit. 
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4. Steps to be taken to see as far as possible that 
composite loans (covering both term loans and 
working capital) are sanct ioned to SSI 
entrepreneurs. 
5. Regular meetings by banks at zonal and regional 
levels with SSI entrepreneurs. 
6. Need to sensitize bank managers, and reorient them 
regarding working of SSI sector. 
7. Simplification of procedural formalities by banks for 
SSI entrepreneurs.6 
Abid Hussain Committee: 
Abid Hussain or export committee on small enterprises 
headed by Abid Hussain was set up on Dec. 29th 1995. 
Recommendations of Report: 
1. Abolition of the reservation policy in the small scale 
sector. 
2. Scrapping of 24% limit for foreign investment within 
the industry as well as the enhancement in the 
investment ceiling for small enterprises. 
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3. Separate law for small enterprises. 
4. For supporting small enterprises during transition 
period, the committee has recommended that the 
government need to provide annual resources of the 
order of 500 crore over the next five years thereby 
totalling Rs. 2500 crore, to the ministry of industry. 
5. Banks and other financial institutions to provide 
concessional funding in terms of equity support and 
interest rate concession to such units for expansion, 
technology upgradation, modernization and training. 
6. It also suggested that as a transitional measure for 
a period of five years, fiscal concession might be 
extended for existing units that manufacture reserved 
items. For such units complete exemption may be 
granted up to a turnover of Rs. 50 Lakh. The 
eligibility turnover limit may remain for these units 
at Rs. 3 crore. An investment limit of Rs. 25 Lakh 
for tiny units was suggested. 
7. Use of website and Internet to facilitate more 
communication between the SSI's as technology 
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centers could help identify markets, and build a 
network among potential small entrepreneurs. 
8. Setting up of consultancies run by private bodies for 
providing better direction to small investors.7 
On the basis of committee recommendations the 
Government has raised investment limit for SSI's from Rs. 
60 Lakhs to Rs. 300 Lakhs and for tiny units from Rs. 
5 Lakhs to Rs. 25 Lakhs. 
Kapoor Committee 
In December 1997 RBI constituted a one man high 
level committee for credit under the chairmanship of Shri 
S. L. Kapoor, former secretary (SSI), Government of India 
to suggest measures for improving the delivery system and 
simplification of procedures for credit to small scale 
industrial sector. The committee submitted its report to RBI 
on 30th June 1998. 
Recommendations of the committee 
1. Special treatment to smaller units among small 
industries. 
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Enhancement in the quantum of composite loans. 
Removal of procedural difficulties in the path of SSI 
advances. 
Sorting out issues relating to mortgages of land 
including removal of stamp duty and permitting 
equitable mortgages. 
Allowing access to Industrial Development Bank of 
India (SIDBI) for refinancing SSI loans and low cost 
funds. 
Non-obtaining of collateral for loans up to 2 Lakhs. 
Setting up of a collateral reserve fund to provide 
support to first party guarantees. 
Setting up of development fund for developing 
industrial areas in and around metropolitan and urban 
areas. 
Giving statutory powers to state level inter-
institutional committee (SUIC). 
Change in the definition of sick units. 
Setting up of a separate guarantee organization and 
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opening of thousand additional specialized branches; 
and 
12. Enhancement of SIDBI's role and status to match 
with that of National Banks for Agriculture and Rural 
Development (NABARD). 
Kapur committee has made 126 recommendations out 
of which RBI has already accepted 35 recommendations 
for implementation.8 
Review of Earlier Studies: 
The literature on the subject is so vast and varied that 
it is impossible to discuss all. However, some important 
studies are briefly reported. 
1. W. H. Beaver9 in 1966 studied "Financial ratios as 
predictors of failure", by using ratio analysis and 
sophisticated quantitative techniques. His study is 
based on 158 firms, 50% failed, and 50% successful. 
The data is in the form of balancesheet and profit 
and loss A/c of 10 years from 1954 to 1964. He 
divides ratios into six categories and value of ratios 
is arranged separately in ascending order and each 
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ratio has a cut-off point with minimum percentage 
of incorrect prediction. He concluded, if the ratio is 
less than cut-off point, the firm is treated as fail and 
if more than cut-off point, it is treated as successful. 
He defines failure of business as defaulting on interest 
payment of its debt, overdrawing its bank accounts 
or declaring bankruptcy. 
2. "Financial ratios, discriminant analysis and prediction 
of corporate bankruptcy" is a- study based on 
multivariate model by Edward Altman.10 Altman 
adopted the multiple discriminant analysis (M.D. A.) 
statistical technique. R. A. Fisher first used this 
technique in 1930 in his study. Altman tried to 
overcome the limitation of Bearver developed model, 
in Beaver's study, the emphasis was on individual 
signals of impending problem and was basically 
univariate in nature. Altman made two groups of 
firms viz. bankrupt and non-bankrupt. He tested 22 
ratios and classified these into 5 groups. Out of these 
22 ratios, finally, he selected five ratios which were 
transformed into models and the discriminant score 
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or Z value was obtained with the help of discriminate 
function and Z score was used for classifying the firm. 
His conclusion was that those firms which have above 
Z-score of 2.99 (cut-off point) were non-bankrupt. 
Altman used two more techniques in his study, 'F ' 
test to find out the individual discriminating ability 
of the variable and scaled vector to determine the 
relative contribution of each variable to the total 
discriminating power function and in teract ion 
between them. 
Finally he suggested that the Z-score of 2 .675 was 
the best cut-off point and this model could be used 
in the appraisal of loan application. 
3 Edward B. Deakin11 in his study "A Discriminant 
Analysis of Predictors of Business Failure,"Tries to 
develop a model which is alternative of Beaver and 
Altman. His methodology was similar to that adopted 
by Beaver either choosing of firm or analysis data. 
He tested the same data as used by Beaver. 
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Deakin defines failed firms as those , which 
experienced bankruptcy, insolvency or were liquidated 
for the benefit of creditor. Spearman co-efficient of 
correlation was used to indicate the order of 
predictive power of the ratios. The 14 ratios used 
by Beaver were put in to discriminant analysis. The 
output from programme consisted of a set of 
discriminant weights, which indicated that linear 
combination of the variable maximizes the difference 
between the groups. The scale vector indicates the 
relative contribution of each variable (ratio). 
He suggested that the application of statistical 
techniques, particularly discriminant analysis can be 
used to predict business failure from accounting data 
as per as three years in advance with a fairly high 
degree of accuracy. 
4 L. C. Gupta's study "Financial ratios for monitoring 
corporate sickness"12 is actually based on industrial 
credit and investment corporation of India (ICICI) 
sponsored study on "Financial ratios as forewarning 
indicators of corporate sickness" published in 1979 
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and later in book form in 1 9 8 3 . He tested 25 
profitability ratios and 31 balance sheet ratios and 
finally concluded that only six ratios, 4 profitability, 
and 2 balance sheet ratios as the best ratio to predict 
sickness prior to event. 
"Predicting corporate sickness" Ph.D. thesis by 
Avinash Paranjape13 developed a mathematical model 
on the basis of discriminant analysis technique. The 
study is aimed at developing an early warning system. 
He has also examined the institutional and legal 
matters behind this phenomenon. In his model 16 
financial ratios were put to test and concluded, four 
ratios as having predictive ability. 
V. S. Kaver's work "Financial ratios as predictors of 
borrower ' s health."1 4 , published in 1980 has 
established the predictive ability of ratios based on 
balance sheets and loss account of firm. Firms, which 
have accounts in nationalized commercial banks in 
Bombay and Thane area were selected and on the 
basis of random sampling 200 were chosen. These 
200 units were divided into three categories such as 
28 
goods account, irregular account and sick accounts. 
Based on their practices of the interest and loan 22 
ratios are categorized in 5 groups. Keeping in view 
their performance in statistical test and usefulness to 
bankers, it was ascertained that 5 ratios were having 
discriminating ability to classify the firm as Good; 
irregular and sick. 
"Management and monitoring of industrial sickness" 
by S. S. Srivastave and R.A. Yadav15 published in 
1986, has empirically tested and identified the 
financial ratios as indicators of industrial sickness'. 
Their sample is based on 76 companies from medium 
and. large scale sector, out of which 50% are sick 
units. They have tried 36 ratios which have predictive 
power in the multiple discriminant functions. Apart 
from financial ratios they have also used non-
financial parameters for predicting industrial sickness. 
Bidani and Mitra16 in their book entitled "Industrial 
Sickness Identification and Rehabilitation" have stated 
that industrial sickness develops gradually and is not 
an overnight phenomenon , but t he financial 
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institutions are usually kept in dark till the concern 
enters in the critical stage. If the financial institutions 
are taken into confidence at the initial stage, the 
diagnosis and treatment would certainly become 
easier. 
Whether a unit is sick or not, is viable sick or not, 
is no doubt, a useful exercise for industrial development. 
In the past various studies were conducted and all of them 
have given their own views for evaluating performance of 
units. But the basic question is, why does this situation 
arise? What is the root cause of sickness? Why are financial 
agencies responsible for sickness? This and more is the 
need of the hour to be studied. 
Need and Scope of the Study: 
Jammu and Kashmir's disturbed conditions have 
pushed back the state to the 23rd position in the list of 
annual income rate from 6th before 80s.17 Insurgency has 
given a shattering blow to the developmental process and 
the worst affected is small-scale industry. Geographical 
location and climatic condition of state is such that it is 
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impossible for the people to depend upon agriculture only. 
SSI's are the only hope for people but due to political 
disturbance most of the units are on closure-stage. The 
number of sick units is increasing day by day. Almost every 
day problems faced by SSI's are discussed in local 
newspapers. In spite of so many incentives and packages 
available, evidence shortage of financial resources is the 
main cause of sickness. 
The focus of the study is on the problems faced by 
SSI units in J&K, in spite of the ' fact that various 
incentives, packages, schemes are available to these units. 
The position is deteriorating day by day. The deteriorating 
factor is also evident from Jammu & Kashmir's finance 
minister 's budget speech on March 1998 that "out of 
3 5 6 4 1 only 1000 units are functional while 8500 of these 
are non existent, while subsidy and financial assistance for 
them has already been drawn".18 
The spain of. study is spread over post militancy and 
post liberalisation period. The study has been limited upto 
3 1 . 3 . 1 9 9 8 , because of prevai l ing si tuation of 
adminis t ra t ive and pol i t i ca l disorder, which has 
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handicapped industrial offices and it is difficult to collect 
data. However, all efforts have been made to include latest 
and necessary information wherever required. This is the 
main reason that in certain places data of short period 
has been mentioned. 
A special nursing treatment is most urgently required 
to save small-scale industry from calamity. This could only 
be possible if we are able to exactly pin point problems 
and take remedial steps. 
There is need of such study, which has particular 
relevance and significance for small industrial units, which 
can pinpoint the causes of sickness in small scale industry. 
Various studies in past on small-scale industries have 
been done. Some important studies have been reviewed 
this chapter under review of earlier studies. These 
researches have helped a lot to measure, predict and 
suggest remedial measures for solving problems. The 
present study has been undertaken with the intention to 
pinpoint main reasons behind sickness, and how to use 
existing available resources to the maximum extent. 
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Object ives of the Study: 
The specific objectives of the study are as follows. 
1. To. assess major financial problems of small-scale 
units in Jammu and Kashmir. 
2. To identify various sources of finance available to 
small-scale units and assess their progress. 
3. To find out problems faced by the units while 
obtaining finance from institutional and non-
institutional sources. 
4. Analysis of the policies of Government for small-
scale units. 
5. To assess the remedies to overcome the financial 
problems of the small-scale units. 
Methodo logy: 
The study is based on primary and secondary data. 
(a) Primary Data: 
Data has been collected from selected centers of 
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product ion/ f inancia l inst i tut ions/various depar tments 
linked with small-scale industries. Necessary information 
for the study was collected through questionnaire, personal 
interviews, and discussions with managers/owners of small-
scale units and chief officers of concerned departments. 
Comments and suggestions were also invited from 
managers / owners, officials of the Government/non-
Governm.ent agencies directly or indirectly related to the 
industry. The emphasis is on examining various dimensions 
of financial problems. Initially, a plot survey was conducted 
of twenty units to know the reactions of the respondents 
towards questionnaires. As a result of this testing, some 
irrelevant questions were dropped and some other relevant 
questions to the study were incorporated. Though the 
questionnaire was in English, the questions were also 
explained in the local language i.e. Kashmiri or Dogri to 
elicit correct information. 
Sample: Total number of SSI registered units as on 
31 .3 .1998 are 39436. These are engaged in various 
activities, out of these units only 200 units are selected 
for sample for different types of activities in which most 
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of the units are engaged. Samples have been selected from 
all the districts of the state on the assumption that those 
units which are not selected are facing the same problems. 
The units which are not registered with the District 
Industrial Office, were left out because their location and 
concerned data are not available. 
(b) Secondary Data 
The secondary data are collected from the published 
and unpublished documents, correspondence, and records 
maintained by the concerned departments at the centre, 
state and- district level. Moreover, the study of Government 
policies, s chemes and p r o g r a m m e s and their 
implementation and progress are.totally based on official 
records and newspaper reports. 
Layout of the Study: 
The present study, "Financial problems of small-scale 
industry with special references to Jammu and Kashmir" 
is divided into five chapters. 
First chapter has been devoted to introduction of small-
scale industries. The chapter deals with the role of SSIs in the 
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development of Indian economy, need of study, review 
literature, objectives, methodology and limitation of study. 
Chapter 2 deals with perspective of SSIs of Jammu 
and Kashmir in which Geo-physical features, state income, 
resources available in Jammu and Kashmir are discussed. 
Chapter 3 outlines the organizational structure and 
industrial policy in which apart from discussion of industrial 
policy and incentives available in Jammu and Kashmir, the 
progress of these schemes is also examined. 
Financial problems faced by small scale industry in 
p roduc t ion , market ing and problems faced by 
entrepreneurs while financing their business has been 
presented in chapter-4. 
The last chapter presents summary and suggestions so 
that the difficulties faced by entrepreneurs should be solved 
in order to open gateway for development of the state 
economy. 
Limitations of the Study: 
During the survey, many difficulties while collecting the 
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data cropped up. The problems faced in the collection of 
data are presented below: 
1. Because of the political and administrative disorder 
in the state, it was very difficult to visit every nook 
and corner of the state. However, every possible 
effort was made to include the information 
whenever and wherever required and available. 
2. The small-scale industries in Jammu and Kashmir 
are highly unorganized and many of these units are 
very small in size. Entrepreneurs are mostly 
uneducated, so these units do not maintained 
proper records viz. Cash-book, ledger, stock 
statement, profit and loss and balance sheet. While 
no stone has been left unturned to make this study 
authentic, however, due to above mentioned 
weaknesses of industry, certain shortcomings are 
unavoidable. 
3. During the survey it has been found that a few units 
selected from the list of samples are closed/ 
de func t /un t raceab le /de - regd . Or occupied by 
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security forces. As a result, smaller fresh units were 
later on added in sample. 
4. It has been observed during survey that it was 
relatively difficult to collect data directly from small-
scale industrial units. The entrepreneurs were 
reluctant to discuss matters pertaining to their 
business. In spite of the best efforts to convince 
the owner/managers that the information collected 
would be kept confidential and used only for the 
purpose of research, some owners/managers did 
not cooperate to the desired extent. Probably this 
was due to a psychological fear of fact being 
disclosed to various authorities it was almost 
impossible to overcome this apprehension in most 
of the cases. 
In spite of all these difficulties, every effort has been 
made that these factors would not effect the overall 
findings of the study in one way or the other. 
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C H A P T E R - I I 
PERSPECTIVES ON SMALL SCALE INDUSTRY 
(SSI) OF JAMMU AND KASHMIR. 
Paradise on Earth, Asian Switzerland, city of temples, 
land of Gumpas, populary known as land of rishies and 
munies, the state of Jammu and Kashmir is the northern 
most state of India and is considered as one of the 
industrially backward states since ages. In spite of the fact 
that the state has ample resources gifted by nature, the state 
depicts all symptoms of undeveloped economy. Irony of the 
fate, historical background of the state is that it remains 
always politically disturbed. The people and government of 
the state which are to use the natural resources for the 
development of state are wasting their time, energy and 
money in insurgency and farcical activities. This factor has 
done nothing else, except obstructing industrial development 
and ultimately effecting the destiny of the people of Jammu 
and Kashmir- Even the most dynamic sector i,e small scale 
sec to r has not been given enough importance by 
government, and people of the state in particular. 
This chapter deals with each and every aspect of 
economic feature of the state, with the objective to suggest 
measures for development. 
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1. Geo-Physical Features of Jammu & Kashmir:-
The state has strategic position in the country and the 
world map. It borders with China in the north, in the east 
by Tibet, Himachal Pradesh is in the south, in the west by 
Punjab and Pakistan and in the North-west lies Afghanistan. 
Geographically, the state can be divided into four zones. 
First, the mountains and semi mountainous plain commonly 
known as kandibelt, the second, hilly area including siwalik 
ranges, the third, the mountains of Kashmir valley and 
Pirpanchal range and the fourth is Tibetan tract of Ladakh 
and Kargil. 
The state is situated between 32°. 17' and 36°.58' north 
latitude and 73°.26' and 83 .30 ' longitute.1 
The total area of Jammu and Kashmir is 2 ,22 ,236 
Sq.Km as per figures supplied by Surveyor General of India 
and includes 78114 Sq.Km under occupation of Pakistan 
and 5 1 8 0 Sq.Km illegally handed over by Pakistan to china, 
also includes 37555 Sq.Km under illegal occupation of china 
in Leh district. The remaining net area which is 101387 
sq.km. is under the jurisdiction of India.2 
Altitude variations has great impact on climatic 
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conditions of the state. "The climate of state varies from 
arctic cold in Ladakh to tropical heat in the submountaneous 
and semi-mountainous tracts of Jammu. Kashmir valley is 
however, far from extremes and has a temperate and 
salubrious climate. Economic activity of different regions is 
largely influenced by their climatic conditions"3 
The area of Jammu and Kashmir state is presently 
divided into 3 regions, 14 districts, 48 teshils, 19 blocks 
and 1462 panchayats.4 
1. The barren land scape of ladakh region, has two 
districts Leh and Kargil . 
2. The verdant valley of Kashmir region has six districts, 
Anantanag, Pulwama, Srinagar, Badgam, Barmulla, 
and Kupwara. 
3. The sandstone slopes of the shivalik range of Jammu 
region comprises of six districts, Doda, Jammu, 
Udhampur, Rajouri, Poonch and Kathua. 
"Climatic conditions, diversity in terrain and resource 
base resulted caused uneven distribution of population. 
About 85 percent population of the state is concentrated 
in the Jammu plain, Jhelum-valley and along the National 
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Highways, while the remaining 15 percent is sprinkled in 
the side valley and kandi lands. Contrary to this the great 
Himalays, zanskar and kadak have insignificant distribution 
of population"5. 
As per 1991(Projected Population)' the J&K is 17th 
Populated state of India .Its population is 7718700, that is 
(.88 percent of the population of the country), out of which 
Hindus are 1930,448, Muslims 38 ,43451 , Sikhs, 133 ,675 , 
Buddhist 69706, Christians, 8481 and Jain 1576. 6 
Jammu region is highly concentrated by Hindus, while 
Muslims are in majority (about 90 percent) in Kashmir region 
in Ladakh region after Muslims second largest population 
is of Buddhists, This makes Jammu and Kashmir a true 
example of religious unity and has great social relevance. 
It is clear from Table-2.1 that more then 50 percent 
population lives in Kashmir region and about 45 percent 
in Jammu region. Ladakh region which possesses maximum 
area has minimum population. In Kashmir and Jammu 
region two districts Srinagar and Jammu respectively have 
dense concentration of population. The' fact is that these 
cities are centres of administration and socio-cultural base. 
Economic activities and better social amenities in this region 
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Table - 2 . 1 
Region Wise/District Wise Populatioin and Area Distribution of 
Jammu and Kashmir State 
District/Region Estimated %ageof Area %ageof 
Population Total Total 
(in lakh) Population Area 
(A) Jammu Region 
1. Doda 
2. Jammu 
3. Kathua 
4. Poonch 
5. Rajouri 
6. Udampur 
Total(A) 
Kashmir Region 
7. Anantnag 
8. Badgam 
9. Baramulla 
10. Kupwara 
11. Pulwama 
12. Srinagar 
Total (B) 
Ladak Region 
13. Leh 
14. Kargil 
Total(C) 
525326 
1207996 
492288 
292207 
417333 
602807 
3537957 
826291 
497346 
861214 
416404 
516441 
892506 
4010102 
89474 
81061 
170541 
6.80 
15.65 
6.38 
3.79 
5.41 
7.80 
45.83 
10.71 
6.44 
11.16 
5.39 
6.69 
11.57 
51.96 
1.16 
1.05 
2.21 
11691 
3097 
2651 
1674 
2630 
' 4550 
26293 
3984 
1371 
4588 
2379 
1398 
2228 
15948 
45110 
14036 
59146 
11.53 
3.05 
2.61 
1.65 
2.59 
4.49 
25.92 
3.93 
1.35 
4.53 
2.35 
1.39 
2.20 
15.75 
44.49 
13.86 
58.33 
Grand Total 7718700 100 101387 100.00 
Note: 
(a) Since no census could be conducted in J & K only figures projected by standing com-
mittee of experts set up by Govt, of India a committee of experts on population projec-
tion, December, 1989. 
(b) Jammu and Kashmir total area is 222236 sq.km. out of which 101387 is in India's 
Jurisdiction Remaining area includes 78114 sq. kms. under illegal occupation of Paki-
stan and 5180 km illegally handed over by Pakistan to China and 37,555 sq km. under 
illegal occupation of China in Leh district. 
Source. Digest of Statistics 1997-98, Issued by Directorate of Economics and Statistics 
Planning and Development Department, J & K Govt. pp. 4-7. 
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attract people from the neighbouring towns and villages. It 
can be said that these two districts have become cities of 
migrants . 
Doda, Leh and Kargil districts which possess maximum 
area about 69.86 percent of the state have 9 percent 
population of the state. "Such wide variations in the 
concentration of population are due to differences in nature 
and character of soil, rainfall and irrigation facilities, 
climatic conditions, industrial potentialities and other 
resources which provide avenues of livelihood.7 
Due to these reasons Jammu and Srinagar cities and 
all district headquaters are thickly populated and as a result, 
as per statistical survey, 76 percent is rural population and 
24 percent is urban. In Doda district alone Doda City has 
about 70 percent of total population migrated from rural 
areas. In fact we can call it urban rather than semi-urban. 
Table-2.2 reveals that there is very wide variation 
between inter district comparison of density of population. 
On one hand, density of population of four districts is higher 
than national level average of 267 per km and six district 
are between 210 and 100, on the other hand there are three 
district where density of population is lower than the state 
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Tabic - 2.2 
District Wise Density of Population as per Census 
1991 (Projected) 
Srinagar 
401 
Anantnag 
207 
Poonch 
175 
Kargil 
6 
Jammu 
390 
Baramulla 
188 
Rajouri 
159 
Leh 
2 
Pulwama 
369 
Kathua 
186 
Udhampur 
132 
J&K 
76* 
Badgam 
363 
Kupwara 
175 
Doda 
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Source: Digest of Statistics 1997-98, Issued by Directorate of Economics 
and Statistics Planning and Development Department on behalf 
of J&K Govt., p. 4. 
* District Wise Estimate are based on the total estimated popula-
tion of the State as Published by the Census Department. 
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level. Doda district where natural resources are in 
abundance but harsh climate, poor accessibility, step 
motherly treatment of government in the development 
makes it difficult for people to earn their livelihood and are 
helpless to shift their native places. 
As per 1981 census out of total working population 
1 8 1 8 5 7 7 , about 60 percent are engaged in agricultural 
activities and only remaining 40 percent are engaged in 
other activities. 
Industrial sector provides employment to about 15 
percent to 25 percent in other states of India, but only 5.57 
percent of the total working force is provided employment 
in Jammu and Kashmir. 
Table-2.3 shows that the total working force in the state 
is only 23.54 percent of population. 
There is no doubt that agriculture is a predominant sector 
in the state but it provides livelihood to only 15 percent 
population. The table clearly indicates that on the whole the 
state has not shown any development or is in the initial stage 
of development and the work force is largely dependent on 
agriculture: Agriculture sectors main drawback is, it does not 
provide permanent source of income because state faces harsh 
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Table - 2.3 
Occupational Classification of Working Force in Jammu and Kash-
mir As per Census 1981 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
Particulars 
Cultivators 
Agriculture 
Forestry Live Stock Hunting 
Plantation, Orchard and 
Allied Activities • 
Mining Quoring 
Manufacturing Servicing 
Household Industry 
Processing and Repairs 
and Others than Household 
Industry 
Construction 
Trade and Commerce 
Transport Storage and 
Communication 
Other Services 
Total 
Total Working 
Force 
1033897 
63540 
64299 
3296 
96332 
108049 
51513 
101407 
57436 
238808 
1818577 
%age 
to total 
Working 
Force 
56.87 
3.49 
3.54 
0.18 
5.30 
5.94 
2.83 
5.57 
3.15 
13.13 
100 
%age 
to toal 
Popul-
tion 
13.39 
0.82 
0.83 
0.04 
1.25 
1.40 
0.67 
1.31 
0.74 
3.09 
23.54 
Source: Compiled from Digest of Statistics 1997-98 Issued on behalf of Govt, 
of J&K by Directorate Planning and Statistic, pp. 19 and 19(a). 
Out of 848577, 1651846 are Males about 90.83% and 9.17% are 
emales 
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climatic conditions and agricultural production or income from 
agriculture is uncertain and nominal. 
Jammu and Kashmir and Income Trend: 
The income of the state is considered as the main 
Indicator of economic development Table-2.4 and Table-2.5 
highlights the state income. It reveals that Jammu and 
Kashmirs per capita income has been showing slight 
increasing trend from Rs. 1776 in 1980-81 , to Rs. 2009 
(Rs. 6688 at current prices) in 1996-97. Compaired to it, 
India's per capita income is Rs. 9321 (Rs. 2 5 1 3 at constant 
prices). 
The reasons are, continuous disturbance and other 
thwarting economic problems, but still per capita income of 
state is more than many states of India. 
Three sectors of economy are contributing significantly 
to the state economy for the achievement of rapid growth 
in state Income . 
Though the share of primary sector in the states 
domestic product has come down from 47 .40 percent in 
1980-81 to 34 .96 percent (At constant price of 1980-81) 
in 1996-97 (Current price 42.64 percent), still contributes 
significantly to the state economy . 
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Tabic - 2.4 
Jammu and Kashmir's Estimates of Per-Capita Income 
S.No. Year Per Capita Income 
At Current Prices At Constant Prices 
(1980-81) 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94(P) 
1994-95(P) 
1995-96(P) 
1996-97(Q) 
1997-98 
1776 
1970 
2190 
2428 
2669 
2874 
3108 
2954 
3517 
3618 
3816 
4157 
4457 
5400 
5860 
6231 
6658 
N.A. 
1776 
. 1772 
1782 
1794 
1838 
1832 
1809 
1571 
1736 
1730 
1784 
1779 
1816 
1861 
1905 
1955 
2009 
N.A. 
P= Provisional 
Q= Quick 
Source: Digest of Statistics 1997-98 Published by Directorate of Eco-
nomic and Planning on behalf of the J&K Government, p. 
366. 
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The share of territory sector in the domestic product 
has increased from 39.70 in 1981 to 4 8 . 0 4 percent in 1996-
97 at constant price 1980-81 or current price 48 .98 
percent. 
Secondary sector shown a little but have important 
contribution in the state economy that is from 12.70 percent 
in 1980-81 to 17.00 percent in 1997-98 or at constant price 
8.38 percent. 
For a clear and better understanding of the study it 
would be important to have a brief discussion of the natural 
resources of state. 
Agriculture is the backbone of Indian economy. 50 years 
have passed after independence but still most of the 
population of India is dependent on agriculture and state 
of Jammu and Kashmir is one of them. 
Out of the total area of the state 2416(000 hac). 
according to village papers about 2 7 . 2 4 percent area is 
under forest and only 30.38 percent is available for 
cultivation. Permanent pastures and culturable waste have 
5.17 percent and 5.84 percent respectively, while 12.04 
percent land is used for non-agricultural uses A 
comprehensive picture of land uses is given in Table-2.6. 
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Due .to variation in agro-climatic conditions, the 
cropping pattern and crop combination differ significantly. 
The Jammu plain is dominated by wheat, rice, pulses, maize, 
oilseeds and fodder. Kashmir valley's main crops are paddy, 
maize, saffron and orchards cultivation while vegetables are 
grown in Ladakh. 
The Table-2.7 indicates that out of the total area 
shown under crops, 89 .53 percent is under food crops and 
remaining 10.47 percent is under non-food crops. Out of 
89 .53 percent of food crop 76.63 percent is occupied by 
maize, rice and wheat. Maize is the leading crop occupying 
about 28 percent of the total crop land followed by rice 
and wheat respectively. 
So far as region wise distribution pattern is concerned 
wheat has high concentration in Jammu Region while 
vegetables and fruits are mostly grown in Kashmir region. 
Rice and wheat are cultivated in both regions, but 
comparatively Jammu region has more concentration than 
Kashmir. Millets, bajra, pulses are other major food crops 
of the state. On non-food side oilseed-is ,grown in about 
6.88 percent of the total area followed by fodder 3.87 
• ' • ' • » " 
percent. i ' cc. No 
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Table - 2.6 
Jammu & Kashmir Total Area and its Classification 
(Area OOOhac) 
S.No. 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
Use of Land Area in Hec. 
Forest 
Net Area sown 
Land Put to Non-
Agricultural Uses 
Barren and Un-Cultivated 
Land 
Permanent Pastures 
and Others Grazings Land 
Land under Misc. Trees 
and Others Growths 
Culturable Waste 
Follow other than 
Current follows 
Current Follows 
Total 
658 
734 
291 
292 
125 
72 
141 
7 
96 
2416 
% of Total Area 
27.24 
30.38 
12.04 
12.09 
5.17 
2.98 
5.84 
0.29 
3.97 
1 0 0 . 0 0 
Source: Compiled from Digest Statistics 1997-98, Issued by Diectorate 
of Statistics and Planning Govt, of Jammu and Kashmir, pp. 
53-54. 
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Table - 2.7 
Region wise Classification of Area Under Different Crops 
(000 hect) 
s. 
No. 
Particular 
Food Crops(A) 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
Maize 
Rice 
Wheat 
Fruits and Veg. 
Pulses 
Millets 
Bajra 
Barley 
Condiments & 
Spices 
Sugarcane 
Jammu 
Region 
197.81 
106.71 
237.12 
2.82 
22.88 
4.55 
13.00 
7.19 
1.22 
0.30 
Other food crops 0.02 
Total Food 
Crops 
Non-Food Crops(B) 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
Oil Seed 
Fodder Crops 
Dyes and 
Tanning Materia 
Fibres 
Other 
Non-Food Crops 
Total Non 
Food Crops 
Total Area 
Shown(A+B)C 
Area shown 
More than 
OnceD 
Net Area 
Shown(C-D) 
593 .12 
18.53 
24.30 
0.05 
1 
0.58 
0.04 
43 .50 
636.62 
266.75 
369.87 
Kashmir 
Region 
97.65 
164.4 
1.93 
59.22 
11.00 
1.04 
— 
0.02 
1.13 
— 
0.20 
336.59 
45.55 
11.64 
4.45 
— 
0.38 
62.02 
398.61 
54.27 
344.37 
Ladak 
Region 
— 
— 
3.97 
0.92 
0.89 
9.53 
— 
0.27 
-
— 
— 
15.58 
0.10 
4.94 
— 
— 
— 
5.04 
20.62 
1.73 
18.89 
Total 
Area 
294.96 
271.11 
243.02 
62.96 
34.77 
15.12 
13.00 
7.48 
2.35 
0.30 
0.22 
9 4 5 . 2 9 
64.18 
40.88 
4.50 
0.58 
0.42 
110.56 
1055.85 
322.75 
733.10 
%age to 
Total 
Area 
27.93 
25.68 
23.02 
5.96 
3.29 
1.43 
12.31 
0.74 
0.22 
0.03 
0.02 
8 9 . 5 3 
6.08 
3.87 
0.43 
0.05 
0.04 
10.47 
100 
30.57 
69.43 
Source: Compiled from Digest Statistics 1997-98, Issued by Diectorate 
. of Statistics and Planning Govt, of Jammu and Kashmir, pp. 
59-61. 
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Table highlights that only 30.57 percent land is used 
more than once, it means that only single crop is raised 
during the year in about 69.43 percent area. The reason 
behind this may be late maturity of the crop. Climatic 
conditions and the use of traditional seeds, are the main 
hindrances for sowing of second crop in the season. 
Natural Resources: 
(i) Forest Resource: 
As per 1991 projected figures, of total land area in 
the Jurisdiction of Indian Terriority about 2 1 7 . 1 8 is under 
forest. The total forest area as per 1994-95 estimate is 
22145 sq. km. and 1997-98 is 22193.31 sq.km (repeated). 
Table-2.8, which gives district wise and region wise 
forest area depicts the following characteristic of land: 
(i) Doda district has the largest area of 5 8 4 8 sq. km. 
i.e. 28.30 percent followed by Baramulla 13 .38 percent. 
(ii) About 57 percent of the total area in Jammu region 
is under forest and in Kashmir region it is 42 percent. 
Due to barren land and blank mountains the ladakh 
region has negligible forest area. 
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Table -2.8 
Region Wise/District-wise Forest Area (Sq.Km) 
S. Region/District 
No. 
Jammu Region: 
1. Doda 
2. Udhampur 
3. Jammu 
4. Rajouri 
5. Poonch 
6. kathua 
Total(A) 
Kashmir Region 
7. Baramulla 
8. Anantnag 
9. Kupwara 
10. Pulwama 
11. Budgam 
12. Srinagar 
Total (B) 
Ladakh Region 
13. Leh 
14. Kargil 
Total (C) 
Grand Total(A+B+Q 
Area Under Forest . 
Forest 
Tree 
5848 
1945 
1339 
1304 
825 
789 
12050 
2677 
2197 
1651 
729 
481 
380 
8115.00 
1100 
6.00 
17.00 
20182.00 
Wild 
Life 
418 
173.97 
85.61 
-
-
28.95 
706.43 
286 
450.70 
-
239.15 
-
280.52 
125637 
-
-
0.00 
1962.90 
Total 
Area 
6266 
2118.97 
1424.61 
1304.00 
825 
817.95 
12756.43 
2963 
2647.70 
1651.00 
968.15 
481.00 
660.52 
937137 
11.00 
6.00 
17.00 
22144.90 
%age to 
Total Area 
28.30 
9.57 
6.43 
5.89 
3.72 
3.69 
57.60 
13.38 
11.96 
7.46 
4.37 
2.17 
2.98 
4232 
0.05 
0.03 
0.08 
100.00 
Source: Compiled from Digest Statistics 1997-98, Issued by Diectorate 
of Statistics and Planning Govt, of Jammu and Kashmir, p. 80. 
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Forest can be important ingredient of state economy 
due to variety of products extracted from forests including 
timber and other forest products. The most valuable type 
of timber is acquired from forests as is clear from Table 2 .9 . 
Deodar, Chir, Fir and Kail are in abundance in Jammu and 
Kashmir. Apart from wood their are various other products 
which can be extracted from forest area such as medical 
herbs, aromatic plants, char-coal, resin, animal products. 
"Over 4000 species belonging to 1500 genera are found in 
this state".8 
Various industries can be set up on these valuable raw 
materials from the forest. These industries can flourish easily 
due to easy availability of raw material and can provide 
employment to large number of people. 
It is unfortuante that about 28 percent of the total forest 
area falls in Doda district but after 50 years of independence 
except furniture making units there are no other industrial 
units which are using forest-based raw materials. 
There is ample scope of starting units which are based 
on wood either sports good or wooden articles like toys and 
showpieces. 
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Table - 2.9 
Speci - Wise Provisional Forest Area by Composition in 
Jammu & Kashmir 
S.No. 
1. 
2. 
Classification (Speciwise) 
Coniferous (Soft wood) 
a. Deodar 
b. Chir 
c. Kail 
d. Fir 
e. Others 
Total coniferous (Soft wo 
Non-Coniferous (Soft and Hard 
Uncommercial reserves 
Rakhs and wild life reserves 
Grand Total 
od) 
wood) 
1994-95 
1122.48 
1773.03 
1876.49 
3355.43 
11108.80 
19235.80 
946.20 
1962.90 
22144.90 
1997-98(R)* 
1075.27 
1824.82 
1968.37 
3400.93 
10075.78 
18345 .17 
1885.24 
1962.90 
2 2 1 9 3 . 3 1 
* R=Repeated 
Source: Compiled from Digest Statistics 1997-98, Issued by Diectorate 
of Statistics and Planning Govt, of Jammu and Kashmir, p. 85. 
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The units of paint producing, herbal medicines can be 
started because there is variety of herbs growing in the 
forests of Doda. Similar is the case of other leading forest 
area districts. These industries can progress in leaps and 
bounds, if initiatives are taken and facilities are provided. 
(ii) Live Stock: 
Due to rural character of the state, cattle, sheep, goats , 
horses and ponies are being reared in large quantity. The 
cool-climate, the alpine pastures, the perennial s treams, 
growing demand of raw-materials inside and outside state, 
of wool, milk and milk products, hids and bones, all favour 
keeping the live stock. And for rural people, it is an 
important economic activity. Gujar and Bakerwal, the people 
with no land are earning livelihood from this source. Table 
2.10 shows that livestock consists of about 34.58 percent 
cattle, 34.52 percent sheep and 19.71 percent goats. 
The raw material available locally is inferior in quality. 
Although government has taken some steps to improve the 
quality of cattle, sheep and goats and several such farms 
have been established to improve quality and increase 
production to meet increasing demand but still a lot is to 
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be done. Still wool, and mutton are supplied from outside 
the state. 
If live stock resources are fully utilized, it will generate 
large employment and contribute significantly to the 
economy of the state. 
Many Industries like hosiery, units producing home 
articles, milk and leather goods can flourish if started. 
Poultry: 
Another form of live stock is poultry. Many people are 
engaged in whole time or part time in this job. The growing 
demand of poultry has increased the number of units 
engaged in poultry farming. At present out of 5525188 total 
poultry, 36.45 percent are hens, chickens are 34.33 percent 
and cocks 19.71 percent. 
As a result of this the number of poultry live stock as 
Table 2.10(a) reveals, has increased by. about 20 percent 
during last five years. 
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Table - 2 . 1 0 
Live Stock Population on 3 1 . 3 . 1 9 9 7 
(in lakh) 
(A) 
1. 
2. 
3. 
4. 
5. 
6. 
(B) 
1. 
2. 
3. 
4. 
5. 
Name 
A n i m a l s 
Catties 
Sheep 
Goats 
Buffaloes 
Total 
Number in 
1992 
30.550 
29.469 
17.655 
7.325 
Horses and Poinies 1.215 
Others 
Total 
Poultry 
Hens 
Cocks 
Chickens 
Ducks 
Others 
Total 
N.A. 
86.214 
1652440 
930241 
1683554 
363825 
N.A. 
4630060 
percentage to 
Total 
Number 
35.44 
34.18 
20.48 
8.50 
1.40 
--
100.00 
35.69 
20.09 
36.36 
7.86 
--
100.00 
Total 
Number 
in 1997 
31.754 
31.699 
18.095 
7.878 
1.405 
0.988 
91.819 
2014150 
1089106 
1896706 
509508 . 
15718 
5525188 
percentage to 
Total 
Number 
34.58 
34.52 
19.71 
8.57 
1.54 
1.08 
100 
36.45 
19.72 
34.33 
9.22 
0.28 
100 
Source. Compiled from Digest of Statistics 1997-98 
Issued by Directorate of Economic and Planning 
on behalf of J&K Govt. pp. 96-107. 
(in) Fishing-. 
As we know, Kashmir region and some parts of Jammu 
region particularly Doda district are gifted by nature, with 
water-ways, springs, lakes and streams, which make it 
possible to have ample potential for fishing business in the 
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state. The inhabitants of the state are at present engaged 
in this business but due to very low breeding the business 
has not made substantial progress. Modern method can be 
used for intensive breeding of popular variety of fishes in 
order to utilise the resources in full capacity. Obviously, it 
will generate employment and enhance state income. Some 
important fish species found in state are Trout, Wirror carp, 
country fish. As per data available "25816 population of 
state are dependent on fishing and 9655 labour force are 
engaged in fishing". 
(iv) Horticulture and Apiculture: 
One of the old economic activities of the state is 
horticulture and fruits of Kashmir are renowned throughout 
the world for centuries. Till Independence horticulture was 
looked after by department of Agriculture. Due to ideally 
suited for the cultivation of all almost all kinds of temperate 
and some varieties of tropical and sub-tropical fruits, the 
government has realized that this industry has good scope. 
For the expansion of this industry it was delinked and a 
separate department was established in 1962 , named as 
Department of Horticulture. The government has established 
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truit centres, preservation centres ana walnut huling and drill 
centres. 
Horticulture and Apiculture are in terdependent 
economic activities. 
"The valley of Kashmir and some parts of Jammu 
Division are well known for great diversity of flowers ranging 
from lily to saffron. Most flowers are dependent upon bees 
for carrying pollen from the anthers (male part) of one 
flower to the stigmas (female part) of the flower. Many fruit 
trees like almond, cherry, pear, pumpkin and sunflower will 
not produce fruits unless bees are present to pollinate 
them"9. Still bee keeping is not popular in most parts of 
the state, but in some parts it is a household activity. 
(v) Mineral Resources: 
The economic prosperity and social well-being of a state 
largely depends on its minerals, power and human 
resources. The state of Jammu and Kashmir is well endowed 
with forest and water resources. 
However, minerals are not found' in abundance in 
Jammu and Kashmir, but there is considerable mineral 
wealth in the sate hidden underground. Due to poor 
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financial position of the state, hackneyed and expensive 
means of communication, this wealth could not be explored 
fully in past, however, after establishing J & K Minerals 
Limited, efforts are on to explore the minerals available to 
boost the economy of the state. 
"Some thing is better than nothing", some of the 
important minerals found in the state are coal, copper, lead, 
Zinc, bauxite, chromium, gold, arsenic, biospore, koolinite, 
magnesite, borax, gypsum, bontonite, limestone, sulphar, 
ochre, lignite, marble, sapphire, rubellite, quartz, and 
serpentine. 
(a) Coal: 
The major coal deposits of the state are at Kalakote, 
Jangalgali, Metka, Ladd, Chinka, Dhansal, Swalkote, 
Charkare Dandil and Mohogala. Kalakote is the only 
thermal power station with installed capacity of 22 .50 MV 
in the state. 
According to Geological survey of India, Kalakote Coal 
mines have a workable reserves of about 5.4 million tonnes 
up to a depth of about 300 meters and Mohagale and 
Ketkan (Poonch District) have reserves of about a million 
tone of coal upto a depth of 300 meters. 
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If the natural resources are explored and used, it will 
generate electricity and the industries of the state can use 
it as fuel and save deforestation. 
(b) Gold: 
Rare and precious mineral has been found in the areas 
of Dras, Suru and Indus Valley in Kargil and Leh district. 
It is estimated that 0.6 gram of gold can be obtained per 
cubic metre of conglomerate in Ladakh. 
(c) Copper 
Copper is found at snubber (Anantnag), Lashtial 
(Dermulle and Ganderbel). It has also been reported from 
the areas of Zansher, Zanskar, Kishtwa'r and Rajouri. 
(d) Sapphire 
Jammu and Kashmir is the only state where precious 
stone (sapphire) of good quality is found. It was first 
discovered in 1981 in Paddar area of Doda district. 
(e) Gypsum: 
Gypsum is one of the important non-metallic minerals 
of great economic importance used as raw material in 
manufacturing cement, plaster of paris and fertilizers. Snow-
white gypsum is found in the areas of Uri, Ramban, Assar 
69 
and Batote. The uri tract has gypsum deposit of about 30 
million tonnes. Gypsum mined near uri is supplied to the 
Wuyan Cement factory of Srinagar (Kashmir). Ramban and 
Assar fields have gypsum deposits of about 19 and 5 million 
tonnes respectively. 
(f) Bauxite: 
Another mineral of great economic importance is 
Bauxite. It is used mainly in aircraft industry. Deposits of 
bauxite are in chhaker (Raisi), Salal, Panhase, Sukhwal-gali 
and Khander in the district of Rajouri and Udhampur. The 
Geological Survey of India has estimated about 12 million 
tonnes of bauxite in these fields. 
(g) Lignite 
Lignite deposits are found mainly in the valley of 
Kashmir. The major lignite deposit are in Nichahom, 
Chawkial, Budhasheng, Lenylab Shaliganga, Ra i than , 
Tangmerg. 
According to the Geological Survey of India Nichahom 
Lignite covers an area from north to south over a distance 
of about 85 kms., and covering a width of 16 kms. and 
upto the depth of 8 meters. The estimated reserve of lignite 
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in this mine is about 6 million tones. In between Nichahom 
and Chowkibal a reserve of 8 million tonnes has been 
estimated. 
The total estimated reserve of lignite deposits in the 
state, according to the Directorate of Geology and Mining 
is about 5 million tones, but it. has thin seems and high 
ash contents, it is mined only at Nichahom. Though other 
minerals are also found but their presence is not in large 
quantity. 
However, if these limited resources are fully utilized 
various mineral based industries can be started. For 
exploring these mineral resources a handsome amount is 
required to be alloted to Geological and Mining Department. 
Utilisation of resources and progress of economic 
development depend upon facilities available. Power and 
transport are two arms of economic development on which 
all business activities are largely dependent. 
(i) Power. The state of Jammu and Kashmir has unlimited 
potential for the, development of hydro-electric power 
resources. It has been estimated that big three rivers Sind, 
Chenab, Jhelum and many small rivers and numerous 
71 
tributaries have tremendous potential to generate hydro-
power, estimated over 15000 MWs. The Installed capacity 
of power in the state which was six MWs in 1950-51 has 
gone up to 396 .81 MWs in 1997-98 and still the state 
heavily relies on the import of power from outside the state 
to meet its requirements. Excluding a few diesel sets and 
the kalakote thermal unit, the entire power is produced by 
the hydropower projects and gasturbines. Important projects 
are lower Jhelum with 105MW, gasturbine Pampore 175MW, 
Chinani 23.3MW, Upper Sindh 22.60MW and Kalakote 
Thermal with 22.50MW.11 
No doubt, power is key to high level economic 
development. The state will continue to remain economically 
backward unless adequate steps are taken to improve its 
power condition, so that deficit between demand and supply 
of consumption of power should be minimised. Centre and 
state government have started several hydro-electric 
projects. We hope till 2005 the state will be in a position 
where power generating capacity may be more than demand 
and the state will be able to export power to other states. 
This will give real boost to state economy.. 
(ii) Transport: Transport plays crucial role in the 
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development of any process. Development of transportation 
has a great effect on the development of country. J & K 
state is mostly mountainous in character except Jammu Plain 
and Jhelum valley of Kashmir region. Road is the only 
means of transport. In 1970 the state was brought on the 
Railway map of India when Jammu was connected with 
Pathankot. However, for the last 20 years work is in 
progress on Jammu Udhampur railway line and now survey 
has been done for, Udhampur to Quzikund railway line, 
but nothing more has been done. 
May be it is due central governments lack of interest, 
difficult terrain and financial assistance for the railway 
project, the fact is that road is the only means of transport 
for urban, semi urban and some rural areas. In high reaches 
of mountain the horses and ponies are the only modes of 
transport. 
The total road length of the state shows a significant 
progress over the past 50 years. The total road length in 
the state has increased from a mere 1003 kms in 1950-
51 to 13,809 km in 1997-98, out of which 2165km is 
unsurfaced. (excluding national highways).12 
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Small Scale Industries in Jammu and Kashmir. 
Industrial economy has dominance of small scale sector 
in Jammu and Kashmir. The number of "small industries 
registered in the state rose to 39,436 in 1997-98 as against 
2 ,203 in 1970-71". 1 3 
The relative position of small scale industrial units 
formally registered with DIC during last eight years is shown 
in Table- 2 .11 . 
(i) Total number, of Industrial units were 18520 in 1985-
86 which increased by more than 2 times to, 39436 
units in 1997-98. 
(ii) In terms of percentage rate it shows decreasing trend 
from 11.14 percent to 6.57. 
When compared to all India level, the following points 
are important to note. 
(iii) The average .growth rate of small scale industrial units 
is lesser than overall growth rate, of country at 8.40 
percent all India, while it is to 6.06 percent in J&K. 
(iv) An important point to note is that the share of SSI 
units in J &K has decreased from 2.17 to 1.68 percent. 
After 1989-90 when recent resurgence in the state 
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Tabic-2 .11 
Growth of Small-Scale Industrial (SSI) Units in J&K 
Vis-a-Vis India (Registered) 
Year 
1 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
SSI Units 
in J&K 
2 
18520 
21238 
23930 
26322 
28176 
29971 
32258 
33453 
34556 
35641 
36821 
38029 
39436 
Average Annual 
Growth Rate 
%age 
Change 
3 
— 
14.67 
12.67 
10.00 
7.04 
6.37 
7.63 
3.70 
3.30 
3.14 
3.31 
3.28 
3.70 
6.06 
SSI Units 
in India 
in Lakh 
4 
8.53 
9.48 
10.55 
11.70 
12.67 
13.78 
14.98 
16.48 
17.76 
19.46 
20.85 
22.07 
23.52 
%age 
Change 
5 
11.14 
11.29 
10.90 
8.29 
12.03 
8.70 
10.01 
7.70 
9.57 
7.14 
5.85 
6.57 
8.40 
%age 
Share of 
to toal (2&4) 
6 
2.17 
2.24 
2.27 
2.25 
2.22 
2.17 
2.15 
2.03 
1.94 
1.83 
1.77 
1.72 
1.68 
Source: 1. Compiled on the basis of data given in Digest of Statistics 
Published by J&K Government, 1997-98, pp. 139-140. 
2. Unregistered SSI are not included because data of J&K is 
not available. 
3. (Small Scale Sector) Published by DCO Office, SSI, New 
Delhi. 
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erupted, the overall growth rate of industries is 
decreasing significantly. 
Tabel-2.12 shows a large variation in growth region & 
district wise: 
(i) Srinagar and Jammu districts are neck to neck in the 
growth region and district wise of small scale units with 
leading number of SSI units and kargil district has the 
lowest percentage in last 8 years 1990-91 to 1997-
98. 
(ii) More than 75 percent of units are concentrated in 
eight districts while remaining 6 districts have 
negligible growth rate. 
(iii) More units are located in Kashmir region (48 .43 
percent) followed by Jammu region 48 .25 percent 
Ladakh district has insignificant rate in the growth of 
small scale industries at only 31.32 percent. The 
percentage of the number of units in each district to 
total number of units remains almost the same during 
the last 8 years. 
(iv) As far as registered Khadi and village Industries are 
concerned, KVIB total number of units have increased 
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from 1005 in 1985-86 to 1215 in 1997-98 that shows 
only 20 .90 percent growth in the number of units.14 
Employment: 
The vital objective of growth of SSI sector is to curb 
unemployment problem. Table-2.13 indicates the position 
of employment in SSI units in J&K, besides comparing 
it with position of employment of SSI units in India. 
(a) The number of the people employed increased from 
84821 in 1985-86 to 171962 in 1997-98. During the 
last ten years it has increased just more than double. 
(b) In the period of last 8 years from 1990-91 to 1997-
98 the number of employed persons in small scale 
sector is decreasing every year that is up to 1994-95 
[2.78 percent], but it shown slight increase of 4 .18 
percent in 1997-98. 
(c) The employment in SSI units at all India level has been 
increasing at an average annual growth rate of 4 .35 
percent, but in J & K the it is higher at 5.64 percent. 
(d) It is important to note that the share of employment 
of SSI in J&K against entire India has increased from 
0.88 percent to 1.03 percent, over the period of 13 
years. 
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Tabic - 2.13 
Growth of Employment in SSI Units in Jammu and Kashmir Vis-a-
Vis India 
Year 
1 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
Total Emp. 
in SSI 
Sector 
2 
84821 
93681 
105142 
115243 
123472 • 
131164 
141791 
146143 
150436 
154621 
1995-96 159671 
1996-97 165064 
1997-98 171962 
Average Annual 
Growth Rate 
%age 
3 
— 
10.44 
12.23 
9.61 
7.14 
6.23 
8.10 
3.07 
2.94 
2.78 
3.27 
3.38 
4.18 
5.64 
Employment 
in India 
in Lakh 
4 
96.00 
101.40 
107.00 . 
113.00 
119.60 
125.30 
129.80 
134.06 
139.30 
1456 
152.61 
160.00 
167.20 
%age 
Change 
5 
— 
5.63 
5.52 
5.61 
5.84 
4.77 
3.59 
3.28 
3.97 
5.15 
4.13 
4.84 
4.50 
4.35 
%age to 
All India 
of 2&4 
6 
0.88 
0.92 
0.98 
1.02 
1.03 
1.05 
1.09 
1.09 
1.08 
1.05 
1.05 
1.03 
1.03 
Source: 1. Compiled from Digest of Statistics 1997-98, Issued by Di-
rectorate of Economics and J&K Government. 
2. Unregistered SSI are not included because data of J&K is 
• not available. 
3. "Small Scale Sector" Published by DCO Office, SSI, New 
Delhi. 
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The Table 2 .14 further indicates that: 
(a) The average percentage share of employment in SSI 
units is the highest in Jammu district (27.50) followed 
by Srinagar (19.90 percent). 
(b) The average percentage share of employment in SSI 
units is the lowest in Kargil district (0.64 percent). 
(c) Overall, all the district show the decreasing trend of 
employment over the years. 
(d) As far as region wise employment in this sector is 
concerned, out of total employment provided by the 
sector, about 55 percent of employment is in Kashmir 
region while about 44 percent is in Jammu region. 
Khadi village industries providing employment shows 
an increase of about 96 percent during the last ten years. 
In 1997-98 80965 people were earning livelihood from 
th ese industries as against 41252 in 1988-89, which is lower 
than the other states of country15. 
Investment: 
Investment on SSI sector year wise is given in Table 
2 .15, which reveals an interesting picture that less than 1 
percent capital is spent on SSI in J&K as compared to all 
81 
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India. In 1995-96 it was only 0 .09 percent as compared to 
India. Moreover, during last 7 years only in 2 years (1993-
94, 1994-95) handsome capital investment is made. 
Plan Outlay for Small Scale Sector: 
The Table 2.16 gives a negative approach of governing 
bodies of state government towards small scale industries. 
The table shows that from 1956 (first plan) to 1985 (6th 
plan) provisions for SSI units were more than actual 
expenditure except in two annual plans ( 1978-79, 1979-
80). It is due to lack of interest on the part of government 
in the development of Small Industrial Sector. It is only after 
1985 (7th plan) that expenditure is more than outlay. It is 
strange to observe what factors stop them to spend the 
available amount? 
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Table-2.15 
Capital Investment in SSI Sector per year , India Vis-a-Vis J&K 
(Registered) 
(in Crore) 
Year Investment Investment %age Share 
in India in J&K of J&K 
to India 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
6534 
4748 
9844 
6732 
45949 
49450 
N.A. 
N.A. 
42.58 
45.69 
50.41 
71.68 
91.94 
44.76 
101.43 
N.A. 
0.65 
0.96 
0.51 
1.06 
0.20 
0.09 
— 
N.A. 
Source: Compiled from (1) A Hand Book of Industrial Statiwsticas J&K 
State Issued by Directorate of Industries and Commerce Plan-
ning and Statistical Section, p. 64-81. 
(2) Small Scale Sector by you, for you, with you Published by 
DIC SSI Departmetn of SSI, AR&RI, Ministry of Industry Govt, 
of India, New Delhi, 1999 edition, p. 4. 
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Tabic-2.16 
State Plan Outlays and Expenditure of SSI Units in Jammu and 
Kashmir 
(Rs. in lacs) 
Plan Outlay Expenditure 
First Plan 
Second Plan. 
Third Plan 
Inter Plan Period 
Fourth Plan 
Fifth Plan 
Annual Plan 
Annual Plan 
Sixth Plan 
Seventh Plan 
Annual Plan 
Annual Plan 
Eighth Plan 
Ninth Plan 
(1951-56) 
(1956-61) 
(1961-66) 
(1967 to 69) 
(1969-74) 
(1974-79) 
(1978-79) 
(1979-80) 
(1980-85) 
(1985-90) 
(1990-91) 
(1991-92) 
(1992-97) 
(1997-2002) 
83.12 
221.09 
378.23 
184.60 
385.00 
754.90 
245.00 
287.50 
3000.00 
3400.00 
2052.00 
2037.00 
10150.00 
32910.00 
66.49 
114.99 
175.71 
117.58 
280.61 
462.06 
287.00 
318.12 
2896.97 
4676.91 
2052.00 
2607.22 
12291.31 
— 
Source: Compiled from Digest of Statistics, 1997-98, Published by Directo-
rate of Economics & Statistics, On Behalf of J&K Government, pp. 356-
364. 
Conclusion: 
From the above discussion, it is quite clear that 
J & K is ' an agricultural state and about 80 percent of 
population is engaged in agriculture which is basically 
dependent on the climatic conditions. Moreover average size 
of land holding is small. About 40 percent of the holdings, 
especially in Jammu and Jhelum plains are less than one 
hectare and in the areas where holdings are bigger, much 
of the land is uncultivable or barren which does not yield 
enough income to face hardships of life. As an alternative 
source, majority of people has switched over to the services 
in the government departments. 
The problem of unemployment is linked with the 
growth of the economy. It is to be realized that creation 
of government employment for the sole purpose to curb 
unemployment problem hampers the growth of economy. 
Moreover the ratio of the number of government employees 
against the total population is already very high in the s ta te . 
In this situation a third avenue must be developed so 
that standard of living of people would be raised, 
unemployment problem should be solved and overall 
economic development of state can take place. 
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Preceding discussion also clearly indicates that J & K 
has enormous industrial resources but due to minimum-
utilization of these resources, less infrastructural facilities, 
financial problems and novice in professional environment. 
The state is industrial backward and will remain unless and 
until concrete steps are taken. 
There is no doubt about that agriculture and industrial 
development are two facets of the same. coin. Without one 
side the second is value less. Agriculture supplies raw 
material and industries process it. 
The role of large and medium scale industries in the 
deve lopmen t of state economy is nominal s ince 
independence. Registered factories in the state, which were 
46 in 1952 have gone up to 899 in 1997-98, providing 
employment to only 34855 persons. 
This is very small number and for large & medium 
sectors it takes several years to fulfil the desired objectives. 
The reasons behind this are clear and obvious that these 
industries require large capital and raw material which are 
not available in the s ta te . There is sho r t age of 
infrastructural facilities, Power, transport and skilled labour, 
in every department. In this situation there is no hope that 
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there industries will flourish in near future unless all facilities 
are available. Small industries are the only hope for curbing 
chronic problem of unemployment and for overall industrial 
development. From the above discussion it is clear that the 
position of small industries is not what the present need 
of the state is. These industries face many problems for 
sustaining present environment. The growth rate of 
industries is decreasing year by year. Less number of people 
are absorbed by these industries and that too showing 
decreasing trend. 
Infiltration and almost a decade of militancy, have 
ravaged its economy. "The annual development rate has 
improved, rising from an abysmal 1.9 percent in 1991 to 
4 percent, in 1997. But it is still half of its growth rate 
against pre-militancy period". The hurdles of geographical 
location can be solved by Austria's experiences because of 
ALPS and Himalayas are both young mountains and have 
common problems but they have been able to confront these 
problems by making tunnels. 
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C H A P T E R - I I I 
ORGANIZATIONAL STRUCTURE AND 
INDUSTRIAL POLICY 
The builders of nation, thinkers, economists and policy 
makers, recognize that small industries can play leading role 
in the development of nation. The following lines depict 
the thinking of eminent personalities and policy makers 
about the importance of SSI. 
"Small scale sector isn't the poor cousin of our 
industries. It is one of the main legs of our Industrial 
developments".1 
"I am all for tractors and big machinery but I am 
equally convinced that the most careful pJanning and 
adjustment are necessary if we are to reap the full benefits 
of industrialization and avoid many of its dangers- it would 
well in the Indian background, give a democratic basis to 
small industry and develop the co-operative habit. It could 
be made to complement the big industries".2 
"The promotion of small scale industries has been 
widely recommended as one of the most appropriate means 
of developing industry in over-populated, backward 
countries".3 
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Although British Government took some interest in the 
development of small industries before independence, but 
its importance was not fully recognized till independence. 
Some selected lines took from industrial policies 
clearly indicate the attitude & policies of government 
towards small scale industrial sector. 
Industrial policy s tatement of April 6 , 1 9 4 8 : 
"Cottage and small-scale industries have a very 
important role in the National Economy, offering as they 
do scope for, individual, village or co-operate enterprises 
and means for the rehabilitation of displaced person. These 
industries are particularly suited for better utilization of local 
resources and for the achievement of local self sufficiency 
in respect of certain types of essential consumer goods like 
food, cloth an agriculture implements."4 
Basic policy for small scale sector was first formulated 
in the industrial policy resolution of 1956. 
Industrial policy s ta tement of April 3 0 , 1 9 5 6 : 
"The govt, of India would, in this context, stress the 
role of cottage and small-scale industries in the development 
of the national economy. They provide immediate large 
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scale employment, they offer a method of ensuring a more 
equitable distribution of national income and they facilitate 
an effective mobilization of resources of capital and skill 
which might otherwise remain unutilized Some of the 
problems that unplanned urbanization tends to create will 
be avoided by the establishment of small centres of 
industrial production all over the country"5. 
"The state has been following a policy of supporting 
cottage and small industries by restricting the volume of 
production in the large scale sector by differential taxation 
or by direct subsidies - the aim of the state policy will be 
to ensure that the decentralized sector acquires sufficient 
vitality to be self-supporting and its development is 
integrated with that of the large scale producer-for this it 
was essential that the technique of production should be 
cons tan t ly improved and modern ized , the pace of 
transformation being regulated so as to avoid as far as 
possible technological unemployment".6 
Industrial policy statement of December, 2 3 , 1 9 7 7 
The emphasis of industrial policy so far has been 
mainly on large industries, neglecting cottage industries and 
completely regulating small industries to a minor role. It 
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is a firm policy of the government to change its approach. 
"The main thrust of the new industrial policy will be 
an effective promotion of cottage and small-scale industries 
widely dispersed in rural areas and small towns. It is the 
policy of the government that whatever can be produced 
by small and cottage industries must only be so produced. 
The list of industries will now include 807 items according 
to national industrial classification as compared to 130 
items earlier-an annual review of reserved industries, 
therefore, undertaken in order to ensure that reservation 
according to the small scale sector is effective and this list 
is also continually expanded".7 
Industrial policy statement of July 2 3 , 1 9 8 0 : 
"Government is determined to promote such a form 
of industrialization in the country which can generate 
economic viability in the villages. Handlooms, handicrafts, 
khadi and other village industries will receive greater 
allocation to achieve a faster rate of growth in villages."8 
Definit ion of Small-Scale Industry: 
In India Small Scale Industrial Board (SSIB) has the 
responsibility to define small industries. Sinceboard's 
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inception in 1954, the board changed the definition from 
time to time on the basis of economic conditions, changing 
trend of technology, development and value of money. In 
1955 the board evolved the first working definition of a 
small scale unit as "A manufacturing unit employing less 
than 50 persons, if using power and less than 100 persons 
without the use of power with capital assets not exceeding 
Rs. 5 Lac". 
This working definition was further modified in 
September 1959 to cover small units working on bigger 
programmes on multiple-shift basis. Ministry of commerce 
and industry modified the definition as "To cover 
undertaking which employed less than 50 persons with the 
use of power and less than 100 persons without using power 
per shift".9 
The barrier, using number of workers in grading small-
scale industrial unit later was found the main hindrance in 
tackling, chronic problem of unemployment through small-
scale industry on this reason the small industrial board 
recommended a new definition as "Small-scale industries will 
include all industrial units with a capital investment of not 
more than RS. 5 Lac irrespective of the number of persons 
employed."10 
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During 1960 a new concept of ancillary industry within 
the small-scale industry emerged. Ancillary industries are 
grouped as those industrial units manufacturing products for 
other industries where these products are used as a part 
of components of their final products. It was decided that 
these units required capital investment much higher than 
other small-scale units, so the capital ceiling relaxation was 
raised up to Rs. 10 lac for these units. 
When first non-congress government, Janta party 
came to power in 1977, though the new government did 
not change the definition of small-scale industry, they 
created a new sector "Tiny sector with the small scale 
sector". The main objective behind this was dispersing of 
small industry in rural areas and small towns, so that every 
nook and corner of the country should be covered in the 
industrial development map of India. 
In the industrial policy of Dec. 23 , 1977 tiny sector 
units were defined as "All industries with a capital 
investment of Rs. 1 lac in plant and machinery and located 
in rural areas and small towns with a population of less 
than 50 thousand according to 1971 census figures." 
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The definition of grading SSI has been changed from 
time to time to meet the changing needs of small-scale 
industry and the time value of money. 
The extant definition which graded small sector was 
in operation w.e.f. 10 .12. 97 (notification No. 857 date 
1 0 . 1 2 . 9 7 ) . n 
(a) Smal l scale industrial undertaking: An industrial 
undertaking in which the investment in fixed assets in 
plant and machinery, whether held on ownership term 
or on lease term or by hire purchase does not exceed 
300 lac. 
(b) Ancillary Industrial undertaking: An industrial 
undertaking which is engaged or is proposed to be 
engaged in the manufacturing or production of part, 
components, sub-assemblier, tooling or intermediates, or 
the services and the undertakings supplies or renders or 
proposes to supply or render not less than 50% of its 
production or service, as the case may be, to one, or 
m o r e , other industrial unde r t ak ings and whose 
investment in fixed assets in plant and machinery 
whether held op ownership terms or on lease or on hire 
purchase does not exceed Rs.300 Lac. 
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Tiny enterprises: "Investment limit in plant and 
machinery in respect of tiny enterprises is Rs. 25 lacs 
irrespective of location of the unit" 
women Entrepreneurs: Small Scale Industries/ Industry 
related service or business enterprise, managed by one or 
more women entrepreneurs in proprietary concerns, or in 
which she/they individually or jointly have a share capital 
of not less than 51% as partners/share holders/Directors of 
Private Limited Company/Number of Cooperative Society will 
be termed as women entrepreneurs. 
Small Scale Service and Business (Industry 
Related) Enterprises (SSSBEs): SSSBE Industry 
related service/business enterprises with investment up 
to Rs. 5 lakhs in fixed assets, excluding land and building 
are called Small Scale Service/Business Enterprises 
(SSSBEs). A list covered under "Small Scale Service and 
Business Enterprises is given in Appendix 3. Activities 
not treated as SSBEs are listed in Appendix-4. 
As far as investment limit is concerned the 
definition of Small Scale Industries has undergone 
changes over the years in terms of investment limits in 
the following manner 
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Year Investment Limit Additional Condit ions 
1950 Upto Rs. 5 lacks in 
fixed assets 
1960 Upto Rs. 5 lacks in 
Plant & Machinery 
1966 Upto Rs. 7.5 lacks in 
Plant & Machinery 
1975 Upto Rs. 10 lacks in 
Plant & Machinery 
1980 Upto Rs. 20 lacks in 
* Plant & Machinery 
1985 Upto Rs. 35 lacks in 
Plant & Machinery 
1991 Upto Rs. 60 lacks in 
Plant & Machinery 
1997 Upto Rs. 300 lacks in 
Plant & Machinery 
Less than 5 0 / 1 0 0 persons 
with or without power 
No Conditions 
No Conditions 
No Conditions 
No Conditions 
No Conditions 
No Conditions 
No Conditions 
Computation of Value of Plant and Machinery (For 
Calculating Investment Limit) 
In calculating the value of plant and machinery, the 
original price thereof irrespective of whether the plant and 
machinery are new or second hand, shall be taken into 
account. However, to determine the price of second hand 
imported machinery, the original value of the said plant and 
machinery will be taken in foreign currency terms. The value 
of foreign currency will be converted into rupee at the 
exchange rate prevalent at the time of import. The import 
duty will be added on the same basis. 
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In calculating the values of plant and machinery the 
spare parts for maintenance, cost of installation of plant 
and machinery, cost of pollution control equipments, bank 
charges and service charges paid to the NSIC or SSIC are 
excluded. 
Organizational Structure: 
To fulfil the objective of balanced and sustained small 
industrial development programmes as enunciated in the 
industrial. Policy and successive five years plans, various 
agencies have been setup both at the central and the state 
level. 
Under the Indian constitution, the development of 
small-scale industries is primarily the responsibility of the 
state government, that is why the facilities, services and 
policies for the small-scale sector are formulated and 
introduced at state level. Due to the fact that various issues 
involved in the small industry development programme have 
an all- India character and cut across the national economic 
fabric requiring policy formulation at national level, and also 
because of the scale on which efforts have to be made, 
it was considered necessary and desirable for the central 
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government to assume responsibility for planning and co-
ordinating the basic programme of development. 
Central Level Organization: 
1. Small Sca le Industry Board (SSIB) 
In Nov. 1954, a board was set up known as the small-
scale industrial board. The responsibility of the board was 
overall planning, co-ordination and development of small 
industries in the country. The members of board are central 
and state government officials, representatives of various 
institutions, financing bodies, federation of small industries 
associations and a number of non-officials representing 
trade, industry and other interests. The board deals with 
credit facilities, supply of raw materials, revision of the 
definition of the small scale industries for the purpose of 
the assistant programme, dispersal of industries and 
formulation of new policies in regard to the development 
of small sector. Meetings of the board were to be held by 
rotation basis in different states, usually once every six 
months to help members to acquire first hand knowledge 
of development in every state, besides, drawing their 
attention to particular problems of local industries. 
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The board is an apex advisory body of SSI'S 
developmental programmes. 
2. Small Industries Development Organization(SIDO): 
The SIDO of the Ministry of Industry was set up 
in 1954 . It functions as an apex body concerned with 
policy, and coordinating the institutional activities both at 
the central and state level for implementing programmes for 
the development of small-scale industries and infrastructure 
for sustained and organized growth. 
The SIDO acts as a policy formulating, and monitoring 
agency for the development of small-scale industries. It 
maintains close liaison with the central ministries, planning 
commission, state Governments, financial institutions and 
other organizations concerned with the development of 
small-scale industries. The activities of SIDO relate to the 
modern small scale industries sector excluding those, which 
fall within- the preview of specialized boards or agencies, 
viz. All India handloom and handicraft, coirboard, central 
silk board and khadi and village industries commission. 
National Small Industries, Corporation Ltd. (NSIC) 
The NSIC was se tup in Feb: 1955 on the 
recommendations of Ford Foundation, an international 
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planning team, wholly owned by government of India. The 
primary function of NSIC is to help small entrepreneurs on 
set t ing up their small industries by providing both 
indigenous and imported machinery, equipment on hire-
purchase basis, distributing imported raw material and 
indigenous non-ferrous scarps and assisting small units in 
m a r k e t i n g their products t h r o u g h par t ic ipa t ion in 
government store purchase programme. 
Recently, NSIC has expanded its range of services, 
with the launching of financial services. 
Main Financial Schemes: 
1. Arranging of raw material on credit as per specific 
needs and requirement of the small scale units for a 
maximum period of 90 days. 
2. Bills drawn by small-scale units for the supplies made 
to the reputed and well-established enterprises duly 
accepted by them will be financed/discounted by NSIC 
for a maximum period of 90 days. 
3. Finance for augmenting working capital of viable and 
well managed units, on selective basis in case of 
emergent requirements to enable them pay off their 
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purchases of consumable stores spores and production 
related overheads particularly electricity bills, statutory 
dues etc. 
4. Financing for export development to export oriented 
units for meeting their emergent requirements. Pre and 
post shipment finance is also provided to such units 
at usual terms and conditions. 
The value of the machinery supplied by NSIC on hire 
purchase basis to small scale and ancillary industries, would 
not exceed 3 crore rupees inclusive of the value of 
machinery and equipment already installed. The supply of 
machinery and equipment is made directly to the suppliers. 
The hire-purchase value is generally recovered in 20 
quarterly installments. 
Small Industries Development Bank of India(SIDBI): 
SIDBI was set up by an act of parliament, as an apex 
institution for promoting, financing and for the development 
of industries in small-scale sector and for coordinating the 
functions of other institutions engaged in similar activities. 
* SIDBI commenced its operation on April 2, 1990 
* SIDBI extends direct/indirect financial assistance to SSI's 
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* SIDBI assists the entire spectrum of small and tiny 
sector industries on all India basis. 
The range of assistance comprising financing, 
extension on support and promotion are made available 
through schemes of direct and indirect assistance for the 
following purposes. 
1. Setting up of new project 
2. Expansion, diversification, modernization technology 
upgradation, quality improvement, rehabilitation of existing 
units 
3. Strengthening of marketing capabilities of SSI's units. 
4. Development of infrastructure for SSI's and. 
5. Export promotion 
State Level Organization 
Directorate of Industries. 
The work relating to development of industries in 
general and small-scale industries in particular in the state 
and union territories is looked after by the Directorate of 
Industries in each of the state and territories. 
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Each organization has supporting administration and 
technical officers at the state headquarters. It has an 
extensive network of field officer at the district, sub-division 
and block' level. 
The state directorate organizes various training 
schemes, provides common facility services, facilities for the 
development of infrastructure e.g. builds-up factory sheds 
and plots in industrial estates, allocates scarce indigenous 
and imports raw materials, certifies import requirements, 
organizes industrial co-operatives. 
State Industrial Development Co-operation(SIDC): 
Such co-operations have been set up in almost all the 
states and union territories and are mainly charged with the 
responsibility of supplying scarce indigenous and imported 
raw material, setting up of industrial estates and industrial 
areas, undertaking marketing activities including exports of 
small industries products, supply of machinery on hire-
purchase basis, provision of marketing assistance and 
promotion of entrepreneurship through various schemes. 
The function of the co-operation is primarily in 
character while the Directorate of industries undertakes 
promotional programmes. 
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State Financial Co-operation(SFC): 
The SFC provides financial assistance to small-scale 
units on liberalized terms. These co-operations provide term 
credit as well as working capital requirements to the small-
scale units. It is also involved in attracting entrepreneurs 
to backward and rural areas through various schemes by 
providing concessional finance. 
Jammu Kashmir State Financial Corporation(JKSFC).12 
The JKSFC was established in December, 1959 as a 
Regional Development Bank, under the state financial co-
operation act 1951 (central Act 63 of 1951) for the 
promotion and development of industrial growth in the state 
by way of providing financial assistance to the prospective 
entrepreneurs. It is one of the most important financial 
institutions for providing credit to the industrial sector of 
J&K. 
The corporation advances loans for starting new small-
scale industries and expanding the old ones, acquisition of 
transport vehicles and construction of hotels/houseboats. 
Major Schemes Through JKSFC: 
1. Granting loan of Rs. 30 Lac for all entrepreneurs and 
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loan of Rs.60 Lac for partnership firm Pvt./Ltd. Co. 's 
for financing in post cost of fixed assets. 
2. Sanction loan not to exceed 30 Lac to medical 
p rac t i t i one r /p ro fe s s iona l for acquis i t ion and 
installation of Electro-medical and other related 
equipment. 
3. Loan amount not to exceed Rs.10 Lac with project 
cost up to Rs 50 Lac for the purchase of capital 
equipment, civil works, acquisition of tech. Know how 
for all entrepreneurs. 
4. For all qualified professionals in managemen t , 
medicine, architectural engg. and accountancy project 
cost should not exceed Rs 10 Lac for setting up 
consultancy services. 
5. Loan for activities relating to marketing of SSI, 
products loan amount maximum Rs 60 Lac and not 
below Rs 10 Lac. 
6. For hotel & houseboats loan amount should not 
exceed for two bedroom Rs 1.00 Lac and for three 
bedroom Rs 1.25 Lac. 
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7. For small road transport operators loan up to 60% 
of chassis & 50% of body fabrication and for S C / 
ST/OBC/tanga walas loan amount to the extent of 
75% of chassis and 50% of body fabrication. 
Security: 
The loan is secured by mortgage of all fixed assets 
viz. Land, building, plant and machinery, misc. fixed assets 
and additional security to the extent of 40% to 60% of loan 
amount depending on the scheme .Transport loans are 
secured by hypothecation of vehicles and additional security 
of FDR for Rs 7 5 0 0 0 / - pledged in favour of the corporation 
at the interest rate of 12.5% p.a. to 16% Pa. depending 
on the type of the scheme/loan amount. 
Commercial Banks: 
Earlier Commercial Banks were engaged in financing 
large industries, big traders and speculators. They believe 
that loan granted to customers should be safeguarded by 
sound securities where the small producer might not afford 
to pledge the security accepted to the banks. Considering 
the vital contribution of the small scale sector in national 
economy, 14 major private banks were nationalized in 1969 
later six more banks in 1980 to avoid defects in banking 
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system. After nationalization, commercial banks have 
adopted various promotional measures to augment the flow 
of bank credit to small scale units. Stress has been laid on 
to re-orient the lending policies with emphasis on the need 
based instead of security based altitude of the commercial 
banks on the basis of instructions issued by RBI. 
District Industries Centre (DIC): 
In order to develop entrepreneurship in rural areas 
and bring forth a corps of young persons who can face 
the challenge successfully a major structural innovation is 
the creation of a DIC to deal with the requirements of small 
and village industries. 
A major policy decision was taken at the union level 
and announced in the industrial policy resolution of 
December 1977 to replace the district industries office by 
the District Industrial centre. Finally DIC's programme 
was launched in May 1978. The centre consists of one 
general manager and functional or project managers 
operating in the areas of economic investigation, raw 
material, equipment and machinery, marketing credit 
training, village Industries and selected group of Industries 
which have potential for development. 
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The working of the District Industries Centres has 
been reviewed in 1980 and staffing pattern is being revised 
to make it more effective instrument for implementation of 
Industrial policy of July 1980 in the modified pattern, 
greater emphasis is provided to make available a greater 
amount of expertise at the district centre. Thus there will 
be a set of core functionaries. They are to be four in 
number dealing with such areas, as credit, village Industries, 
raw material, economic investigation, in addition there will 
be three technical managers who are considered relevant 
to the needs of the district. 
In addition the DIC is being promoted as the main 
instrument of development which would enable it to provide 
all the assistance required by entrepreneurs in the rural 
areas and semi-urban areas of the country. 
Industrial Policy:13 
No doubt, in the past 50 years, some adjustments have 
been made in SSI policy to meet the changing needs of 
overall economy but the basic thrust remains unchanged. 
During 1991 , government came out with significant changes 
in the national policy pertaining to industrial and economic 
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areas to • usher in a new era of liberalisation, de-
bureaucratization and market oriented deregulation 
T h e new Industrial Policy announced by the 
government of India in parliament on July 24th, 1991 
proposed a series of measures, designed to unshackle 
Indian Industry from the myriad administrative and legal 
controls which have become unnecessary in the changed 
national and global economic environment. The small scale 
sector, which is contributing a substantial share in Industrial 
output and exports, was not an exception. In view of 
the tremendous potential of the sector, government has 
taken a number of policy initiatives through various central 
ministries for the over all promotion of small, scale sector 
during and after 1991. Some of the important policy 
initiatives are very necessary to be mentioned here to make 
the study .authentic and understandable. 
Highl ights of Industrial Policy of July 1 9 9 1 : 
1. Investment limit for small scale industrial units was 
raised to 300 lacs. 
2. To protect the interest of micro and tiny small scale 
industrial units, 40% of the credit going to SSI sector 
has been reserved for units having investment in plant 
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and machinery up to 5 Lac and 25 lac and 20% per 
units with investment between 5 lac and 25 lac. 
3. The coverage under the technology development and 
modernization scheme of SIDBI has been enlarged to 
extend assistance to non exporting units also for 
technology up-gradation and modernization. The 
interest rate of loans provided under the scheme will 
be based on prime lending rate (PLR) of SIDBI from 
IDBI and IDBI share holding in state financial 
corporation will be transferred to SIDBI. 
4. Restricted list in small scale sector has been disbanded. 
5. Procedure for registration of electronic items is 
delicenced. 
6. Location restrictions for defining tiny sector removed. 
7. Definition of industrial related services and business 
enterprises streamlined and made uniform. 
8. Registration procedure simplified. New registration 
forms introduced from Jan, 1994. 
9. Clarified that units employing less than 5 0 / 1 0 0 
workers with / without power and the items exclusively 
reserved for manufacture in small scale sector do not 
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require to obtain industrial license even if the item of 
production, 18 included in schedule 11 to the licensing 
exemption notification of July 1991 . 
10. Amendment of the "Interest on Delayed Payments Act" 
to tackle the problem of settlement of dues of SSI 
units from large units. 
Policy of Reservation: 
Reservation of products for exclusive manufacture in 
SSI sector has been one of the important policy measures 
for promoting this sector. This policy was initiated in 1967 
with 47 items which was enlarged to 807 items in 1 9 7 8 . 
At present 821 items are reserved for manufacturing in this 
sector. This policy got a legal backing when the (D & R) 
act was amended in March 1984 , empowering the 
government to reserve items under this act. After the 
introduction of economic reforms with emphasis on 
liberalization de-licensing and de-regulation, a committee 
was const i tu ted under the Cha i rmansh ip of T .S . 
Vijayaraghawan, who has recommended to the government 
for de-reservation .of 91 items out of 821 items presently 
reserved in this sector. 
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As per policy no medium/large including multinational 
companies, are allowed to manufacture reserved items except 
under 50% obligation. Those who have been manufacturing 
reserved items prior to the date of reservation can continue 
to do so after obtaining a carry-on-business (COB) licence 
from the government. The small units manufacturing item 
reserved for manufacturing in small scale sector do not 
require any prior licence. 
Purchase Preference Policy: 
The policy of reservation of items for exclusive purchase 
has been in vogue, since late 60 's as a measure of market 
support to the SSI sector. The store purchasing policy of 
government prior to 1989 was in the form of categorization 
of items in six major groups. 
However, with effect from July 1989, the purchase 
policy of government was changed in a major way and the 
categorization of items was reduced to the two following 
groups, viz. 
(i) Items of stores reserved for exclusive purchase for 
KVIC/women's development corporation / small scale 
units 
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(ii) Other not so reserved. 
The first group consisted of 4 0 9 items earlier reserved 
for exclusive purchasing from the small scale sector. 
The list of 409 items reserved for purchase from SSI 
sector was reviewed recently and after deleting items having 
common nomenclature and making the entries more generic 
as well as addition of new items, a revised list of 358 items 
is approved by a committee which also includes 8 handicraft 
items reserved for purchase from the handicraft sector. 
Price Preference Policy: 
For providing marketing support to SSI's the Director 
General of Supply and Disposals, the central purchasing 
organization of government of India provides. 
(i) Reservation of certain productions for exclusive 
purchase from small scale sector and. 
(ii) Price preference upto 15% in case of selected items 
which are produced in both large scale as well as small 
scale units. 
The single point registration scheme of NSIC was 
launched as a market supported measure for the SSI sector. 
Under this scheme, the following benefits are given to the 
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SSI units which get themselves registered with the NSIC. 
(i) Availability of tender sets free of cost. 
(ii) Exemption from payment of earnest money deposit. 
(iii) Exemption from payment of security deposit. 
(iv) Price preference upto 15% over the lowest quotation 
of the large scale units, (on merits) 
The benefit is available to compensate them on 
account of non availability of economics oi sale, poor 
resource base, poor access to raw material as compared to 
the large scale sector. 
Policy of Fiscal Support: 
The general exemption scheme of central excise for 
SSI units. 
Excise concession is one of the major supports for SSI 
sector to face competition from large industries. At present 
the sector enjoys excise benefits as follows: 
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UNITS OPTING AND NOT OPTING FOR MODVAT 
CREATE FACILITY: 
Opting Not Opting 
1. Amount of clearance 
2. First clearance upto 
an aggregate value 
not exceeding Rs. 50 lakh 
in a financial year 
3. Next clearance upto an 
aggregate value not 
exceeding Rs. 50 lakhs 
in a financial year 
rate of duty 
applicable 
Nil duty 
5% add 
valorem duty 
rate of duty 
applicable 
60% of normal 
duty will be 
applicable 
80% of normal 
duty nill 
be applicable 
However, there are some items on which excise 
exemption/concession is not available whether the units opt 
for MODVAT credit facility or not. 
Policy of Priority Credit: 
SSI units are entitled for priority sector lending from 
the nationalized commercial banks. 
(i) Out of 40% bank advances earmarked as priority 
sector lending about 15% to 17% has been flowing 
to SSI sector. 
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(a) Out of priority sector credit going to small scale sector 
40% is earmarked for tiny units having investment in 
plant and machinery below rupees 5 lac. 
(b) 20% for those tiny units whose investment in plant 
and machinery ranges between rupees 5 lac to 25 lac. 
(ii) Loan upto rupees 2 5 0 0 0 for SSI units. 
(a) Rate- of interest is 12 .5% 
(b) No margin is required 
(c) No collateral security/third party guarantee is required, 
(iii) Loan limits exceeding 25000 to 2 lac. 
(a) Interest rate is 13 .5% 
(b) Collateral secur i ty / th i rd party guarantee is as 
determined by the financing bank on merit of each 
case based on risk perception. 
(iv) Above rupees 2 lac 
(i) Interest rates are fixed by banks on their own interest 
rates based on credit rating and risk perception 
Equity Participation: 
For promoting and strengthening small, tiny and 
village enterprises, the government has allowed equity 
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participation by other industrial undertakings in small scale 
sector not exceeding 24% of the total share holdings of 
the SSI units to provide access to the capital market, 
encourage modernization and technological upgradation and 
give boost to ancillarization and sub-contracting leading to 
expansion of marketing and employment opportunities. 
Policy for Tiny Sector: 
For the promotion of small, tiny and village industries 
the government has announced in Aug., 1991 a separate 
package of facilities and incentives for promoting tiny 
industries some thing distinct as compared to the large small 
scale units. After August 1991various other measures were 
also taken. Highlights of these steps are the following: 
(a) Reservation in the definition of tiny sector in 
Dec. 1997 by enhancing the investment ceiling in plant 
and machinery from rupees 5 lac to rupees 25 lac 
in order to modernize/upgrade technologies and 
facilitate them to expand/diversify activities and 
become more competitive. 
(b) Earmarking of 60% of credit flowing to SSI sector 
under priority sector lending programme of banks in 
March 1998 for tiny units (40% for the tiny units 
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having investment in plant and machinery upto rupees 
5 lac and 20% share to units having investment in 
plant and machinery between 5 lac to 25 lac), to 
ensure that credit earmarked for the tiny sector is not 
cornered by the large units within the sector. 
(c) Enhancement of loan limit under composite loan 
scheme of SIDBI in September 1994 from 50 thousand 
to rupees 2 lac in order to ensure availability of term 
loans and working capital at one place to the tiny 
units. 
(d) Expanding the scope of national equity fund scheme 
of SIDBI since 1995 -96 to cover expansion, 
moderniza t ion , diversification and technological 
upg rada t i on - alongwith remova l of locational 
restriction within (except for metropolitan areas ) and 
raising ceiling of assistance from rupees 1.5 lacs to 
rupees 2.5 lacs per project. 
(e) Launching of Prime minister's Rozgar Yojna in October 
1 9 9 3 , a special scheme of employment generation 
through setting up of micro-enterprises/tiny units for 
educated unemployed youths. 
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(f) Higher subsidy on loan for village industries project, 
costing up to rupees 10 lac and additional 10% over 
rupees 10 lac project costing up to 25 lac since 
1.4.1995. 
(g) A large number of tiny units which are unregistered 
were made entitled to for the same rate of excise 
exemption as available to registered units since 1994-
95. Now excise exemption limit for SSI's including tiny 
units has been enhanced from rupees 30 lacs to rupees 
50 lacs from 1.6.98. 
Quality Improvement: 
For exporting goods to other countries ISO-9000 
quality norms are important , without it may not be possible 
to export the goods to other countries. Due to significant 
contribution by this sector in countries export and to face 
the threat coming in the way of export in future because 
of ISO-9000 barrier; office of DC (SSI) has implemented 
the schemes to give incentives to small industries acquiring 
ISO-9000.The incentive provides the reimbursement of the 
charges for acquiring ISO-9000 certification to the extent 
of 75% of cost, subject to the maximum rupees 75000 in 
each case. 
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The number of units assisted during 1996-97 and 
1997-98 are 74 and 88 and the amount reimbursed is 
rupees 42 ,99 ,828/ - and rupees 5 0 , 5 6 , 5 0 1 / - respectively. 
None of the units of J & K are benefited under the scheme. 
Import Export Policy: 
The contribution of SSI to India's total export is quite 
significant and value of export in the development of 
economy compels the policy makers to adopt export 
promotion policy programmes. Small Scale Sector suffers 
from certain disadvantages as compared to the large scale 
sector viz. non-availability of economics of scale, poor 
resource base, poor access to raw material etc. To 
compensate them on account of above disadvantage is 
another idea behind export promotion policies and 
programmes. 
The import-export policy allows, various export / 
import entitlements to exporting units under different 
schemes. These schemes primarily relate to advance 
licensing scheme, duty entitlement passbook scheme under 
the duty exemption scheme and other schemes of 100% 
Eous, Epz for setting up of units proposals received from 
SSI units are considered and recommended for grants of 
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various licenses /entitlement to the importers to help them 
meet their requirement of raw material. Imports under some 
of the schemes are allowed duty free or at concessional rate 
of custom duty. 
Industrial Policy of J & K Government:14 
Due to political, social and economic factors, the 
government was less interested in the development of 
industrial sector and unwillingness on the part of people 
to invest in the sector. Government of Jammu and Kashmir 
announced first industrial policy in 1961 which was revised 
in 1972, 1983, 1984 and in 1995. These policies are only 
the formality on the part of government and always remain 
on paper. No significant achievement has been made during 
the last 50 years! 
Realising growing importance of small scale sector and 
solution of many problems through this sector, the 
government of Jammu and Kashmir announced a 
comprehensive industrial policy in 1998. The new industrial 
policy will remain in force for five years from 15th May, 
1998 to March 2003 . 
Previous policy of protection for the local industry has 
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been abandoned and opened its door for national and 
foreign investment mainly due to the demand of economic 
liberalization at the national and international level. 
Highl ights Of The New Policy For SSI: 
1. Existing units that expand their capacity by 25% shall 
be treated as new units for capital investment subsidy 
(CIS). Benefit of exemption of GST, CST and additional 
toll tax to existing SSI units to continue. 
2. Price preference in government purchases raised up to 
15% from 12.5%. 
3 . Cent percent subsidy on DG sets to the extent of 1000 
KWS from the existing 10KWS. 
4. The limit of 25% capital investment for cent percent 
subsidy on testing equipment to go on SSI units if total 
cost of such equipment does not exceed rupees 5 l a c , 
exemption from payment of stamp duty shall continue. 
5. 50% subsidy on R & D expenditure if under taken by 
an internal organization and 25% in case of in house 
subject up to rupees 5 lac. 
6. 7 5 % subsidy in training expenditure in case of women 
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trainers and 50% in other. 
7. 75% additional CIS on construction of tube wells or 
water lifting plant to a maximum of rupees 22.50 lac. 
8. Capital investment subsidy shall be available for the SSI 
units @ 30% of the capital investment subject to an 
upper limit of Rs. 30 lacs. 
9. For prestigious units having capital investment of 
rupees 25crore or more CIS would be available up 
to 751ac in trust area and rupees 601ac in other areas. 
10. 100% subsidy would be available on project feasibility 
reports and testing equipment for maintaining quality 
standard. 
1 1 . 100% subsidy would be given on purchase of diesel 
generating sets up to one megawatt. 
12. No electricity duty shall be levied by the government 
on installation of captive power generation plant by 
the industrial units. The government has allowed 100% 
subsidy on new DG sets of 10 KW to 1000KW capacity 
in two installments, 50% subsidy would be paid on 
verification of' installation and remaining 50% after the 
expiry of one year of installation. These sets shall not 
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be allowed to shift from the state at least for 10 years 
or to another unit except with the approval of Director 
industries. While the industrial units would be required 
to pay the prevailing power tariff for industrial units, 
the policy however, provides for an option to the 
prestigious units to pay a unit for a period of five years 
and change in tariff during this period will have no 
effect on the said unit. 
13 . To encourage technocrats like engineers and MBA 
degree holders, 5% subsidy would be provided on term 
loans. 14.5% subsidy shall be available for SSI units 
on the working capital facilities available from the 
commercial banks upto 3 1 . 0 3 . 2 0 0 3 . For existing units 
and to all new units for the period of 5 years from 
the date of production, subject to the item for 
manufacturing is not on the negative list. 
14. Prestigious units in trust area will also be exempted 
from GST/CST and toll tax for a period of 5years or 
until the amount of such exemption reaches 150% of 
their capital investment, whichever is earlier. 
15. The policy provides exemption or additional/special toll 
128 
tax for medium and large scale units for 5 years if 
goods manufactured are sent outside the state for sale. 
16. A special industrial revival fund has been created for 
rehabilitation of sick industrial units. Out of the fund 
soft loans would be available at the nominal one percent 
annual interest up to the maximum of rupees 301ac. 
The requirement would be assessed by the rehabilitation 
committees. 
17. As regards allotment of land which is available on 90 
years lease, policy provides for further capital subsidy 
of 50% at the time of availing of term loans for 
construction work. The plot alloted shall be 
transferable subject to some stipulations and the use 
of land shall not be changed for any other purpose. 
18.a.SSI units shall be required to pay only 50% of the 
amount of earnest money prescribed by the tendering 
authority or Rs. 5000 whichever is less. 
b.Tender documents shall be supplied to the SSI units 
at 50% of the price of the documents or Rs. 100 
whichever is less. 
19.a. There will be no additional or special toll tax on the 
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raw material, fuel, and consumable goods procured from 
outside the state by the existing local SSI units till 
31 .3 .2003 and by new units for a period of 5 years 
from the date of production, except on items brought 
on the negative list from time to time. 
b. Same concession is available for components, plants, 
machinery and building material from the date of 
registration. 
20.aThere will be no General Sales Tax (GST) on sales of 
finished goods by the existing local SSI units till March 
2003 and for a period of 5 years from the date of 
production in case of new SSI units except on items 
brought on negative list. 
b.There will be no GST on purchase of machinery and 
equipment for construction of the factory for a period 
of 5 years from the date of provisional registration by 
the SSI units. 
21. The local existing units shall be exempted from the charging 
and payment of CST on sale of their finished goods outside 
the state upto March 2003 and the new units for a period 
of five years from the date of production. 
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22. Air freight subsidy shall be available on finished goods 
for any destination @ 50% subject to a maximum of 
Rs. 5 lakh for units for a period of 5 years from the 
date of production. 
Incent ives / fac i l i t ies /concess ions available to small 
sca le industries in J & K. 
The main responsibility for the development of small 
scale industries rests with the state /UT government. The 
J & K government provides a wide range of facilities, 
concessions and incentives. In order to avail such facilities 
the SSI are required to register with Director of industries. 
As per information supplied by directorate of industries 
following facilities/incentives are provided. 
Land developed industrial plots , shed and industrial 
e s ta te . 
The main problem of small scale industries is plant 
location. It is important for entrepreneurs to select a 
suitable place where raw material; skilled labour, and other 
facilities such as power supply, banking services, transport 
facilities by road and rail and conducive atmosphere for 
industrial development are easily available. 
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To over come these problems a number of industrial 
areas have been set up and various steps are being taken 
to help the development of industries . 
State government acquires land and develops industrial 
plots, sheds and industrial estates and allots land and 
industrial sheds to new units on nominal rates for all types 
of small industries except those causing pollution. 
There are 40 industrial estates in J & K state till 3 1 -
3-98 covering about 21545 .35 Kanals of land out of which 
29 industrial estates are under the direct control of DIC. 
The largest number of industrial estates are in Srinagar 
district out of which three are under DIC followed by Jammu 
district 6,out of which 4 are under DIC. In Jammu district 
Bari Bharmna industrial complex is one of - the leading 
industrial complexes in the state and has emerged as one 
of the most important areas for industrial activities. In 
DODA district no industrial estate has so for developed. 
Table 3.1 reveals that 25 industrial estates are in 
Kashmir region with an area of 12105.12 kanals and out 
of which 16 are under DIC with an area of 1031 .24 kanals. 
In Jammu division about half of Kashmir division, i.e., 
13 industrial estates out of which 11 are under DIC with 
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Table - 3.1 
Positiion of Industrial Estates in Jammu & Kashmir 
Region/District No. of Area in No. of Areas 
Estates Kanal Estates DIC 
under DIC 
(A) Kashmir Region: 
1. Srinagar 
2. Budgem 
3. Anantnag 
4. Pulwema 
5. Baramulla 
6. Kupwar 
Total 
7 
2 
5 
5 
4 
2 
25 
2573.06 
1249.00 
387.06 
7883.00 
195.00 
118.00 
12105.12 
3 
1 
5 
2 
4 
1 
16 
250.06 
100.00 
387.06 
86.12 
195.00 
13.00 
1031.24 
(B) Jammu Region: 
7. Jammu 
8. Udhampur 
9. Kathua 
10. Rajouri 
11. Poonch 
12. Doda 
Total 
6 
2 
3 
1 
1 
--
13 
6485.14 
1100.00 
1161.09 
52.00 
26.00 
~ 
8824.23 
4 
2 
3 
1 
1 
--
11 
282.14 
1100.00 
1161.09 
52.00 
26.00 
-
2621.23 
(C) Ladakh Region 
13. Leh , 1 500.00 1 500.00 
14. Kargil ' 1 116.00 1 116.00 
Total 
Grand Total 
2 
40 
616.00 
21545.35 
2 
29 
616.00 
4268.47 
Total Sheds - ' 828 
Shed Alloted for Production Purposes - 806 
For other Purposes 22 
Source: a. A Hand Book of Industrial Statistics J&K state issued by Di-
' rectorate of Industries & Commerce. Planning and Statistic Sec-
tion J &K Govt., p. 165, 1998. 
b. Digest of statistics 1997-98, published by Directorate of 
Economics and Planning Jammu & Kashmir Government. 
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an area of 2621.13 kanals out of the area of 8 8 2 4 . 2 3 
kanals. 
In Ladakh division there are only two industrial estates 
and both are under the control of DIC and the total area 
is about 616 kanals. Upto 1997-98 total no. of sheds built 
were 8 2 8 , out of which 806 are alloted for production 
purposes and 22 for other purposes. 
Raw Material: 
In J&K raw material is supplied to SSI units by Small 
Industrial Development Corporation, Steel Authority of 
India Limited(SAIL), Mineral and Metal Trading Corporation 
(MMTC) and State Forest Corporation on the assessment 
by District Industrial Centres and recommended by Director 
of Industries and Commerce. 
For those Industries which require raw material 
from outside state, DIC has empowered the Director of 
Industries and Commerce to recommend which in turn 
recommends the cases to the Controller of import and 
export for granting import licences. 
The central sales tax which is charged on material is 
refunded to these units at 4% up to 5 years from the date 
of commencement of the production. 
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Table-3.2 indicates that in 1994 , 126 units with 
an amount of 200.74 lakhs were benefited from this scheme 
as compared to 356 in 1990-91 with total amount refunded 
Rs. 3 8 4 . 4 5 lakhs. The Table further shows that during last 
five years there is a decreasing trend in the number of units 
as well as the amount refunded. 
2 . Purchase of Machinery: 
Due to the need of using modern technology in the 
production of small scale industries to compete with large 
scale industries, National Small Scale Corporation provides 
latest machinery on hire-purchase basis. The procedure of 
procurement of machinery is very cumbersome. After 
applying for machinery on hire-purchase at development 
regional office of NSIC, the regional office, forwards it to 
General Manager DIC, DIC in turn after recommending it 
sends to state level committee. After final approval from 
state level committee the unit is entitled for purchase of 
machinery on hire-purchase basis through NSIC. 
The state Govt is refunding @ 4% central sales taxes 
on the machinery bought through DIC's. 
In 1994 an amount of Rs. 2.23 lakhs was refunded to 8 
units as against 7.59 lakhs refunded to 30 units. Table-3.2 shows 
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that there is decreasing trend both in the number of units and 
amount. 
3 . Subsidy on Diesel Generat ing Sets: 
In order to overcome electricity problem govt, of J&K 
grants subsidy to those units which want to purchase diesel 
generating sets. For purchase of diesel generating set a 
subsidy of 60% of actual cost for small scale units was given 
now 100% subsidy is given. An examination of the table 
shows that only 21 units have benefited under this scheme 
in 1994-95 with an amount of 27 .24 lakhs. If we compare 
the progress of last 5 years, it depicts that the number of 
which units got benefited under this schemes remains the 
same. In 1992-93 it was only 8 units, after that during next 
three years the number of units benefited remains the same. 
4 . Subsidy on Project and Testing Equipment: 
The state govt re-imburses the cost of preparation of 
project report. The small scale industrial units get 90% of 
the cost of prepared project report, of 5% of project cost 
or 2 5 0 0 0 , which ever is less. 
During last 5 years 30 units have been provided subsidy 
with an amount of 253 lakh in favour of small scale units. 
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In case of testing equipment for maintaining quality 
standard, 50% subsidy was available. During last 5 years 
about 11 units have benefited under this scheme with an 
amount of 3.13 lakhs. 
In new industrial policy 100% subsidy would be available 
on project feasibility report and testing equipment. 
Subsidy on ISI Mark -Free: 
The cost of Indian Standard Institute Mark on registration 
and on annual fees, 100% subsidy is given in small scale units. 
The government has spent Rs. 1.72 lakhs on this 
scheme for 5 units in 1994-95. 
Interest Subsidy: 
Sta te government provides in te res t subsidy to 
entrepreneurs on terms loans which they get from state 
financial institutions and Scheduled banks. 
Interest subsidy is provided to units on 3.5% interest 
charged by financial agencies as against granting loan for 
small scale units. 
During the last 8 years about 112 units have received 
the benefit under this scheme with an amount of 30.77 
lakhs. 
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Transport Subsidy: 
90% transport subsidy is provided on transportation of 
raw material from rail-head to destination and export of 
finished goods up to rail head from the unit. 
As compared to other schemes the number of units 
benefited under this scheme are more and apart from 
expenses on refunding CST Govt, spend a large amount 
under this scheme. As revealed by the table about 202 units 
got benefited with an amount of 1000 lakhs. 
After 1994-95 the expenditure breakup of all these 
incentives provided was not available. The information 
supplied by Directorate of Industries and Commerce about 
total expenditure on these incentives is shown in Table 3.3, 
(Point No. 10). In 1994-95 expenditure on these incentives 
was about 234 lacs as against 1036.37 lacs showing an 
increase of three times. 
Other Schemes: 
There are various other schemes also but the units 
benefited under these schemes are nominal. 
Apart from packages of incentives, there are 18 other 
schemes for development of SSI sector in Jammu and 
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Kashmir. But as is clear from Table 3 .3 , out of total 
schemes, on 12 schemes not a single penny has been spent 
for several years. These schemes are only on papers. On 
rehabilition of sick units no amount was spent on these 
schemes. Out of the total outlay for all schemes, most of 
the amount has been spent only on some selected schemes. 
Out of total expenditure in 1996-97 on these schemes, 
a handsome amount was spent on direct ion and 
administrat ion (77 .94 lac), EDP ( 5 1 . 6 0 lakhs) and 
establishment of District Industries Centre (418.18 lacs). As 
far as publicity and seminar schemes are concerned a little 
amount was alloted in past. In 1996-97 2.5 lacs was the 
total expenditure on these schemes. 
Several training camps, seminars and programmes have 
been launched by central and state governments to motivate 
the entrepreneurs to improve quality of production and 
profitability of small scale industries. 
One of the most impor tan t p rog rammes is 
Entrepreneurs Development Programme (EDP). The main 
objective of the programme is to identify persons with 
entrepreneurial quality, to motivate them and train them 
through a structured training course, so as to enable them 
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to set up their tiny and small industrial units with the help 
of assistance available from different agencies . The 
programme is undertaken through intensive campaign at a 
cost of Rs. 5000 per programme and training course at 
an expenditure of Rs. 20,000 for 30 participants for a 
duration of 4 weeks. 
For that, course fee of Rs. 500 and Rs. 200 per 
participant is charged for metro and non-metro states 
respectively and for SC/ST students the re is 50% 
concession in fees. In 1996-97 an amount of 51 .60 lacs 
was spent on this programme. 
During the last 10 years the state has conducted 31 
seminars in various parts of state and trained about 700 
candidates. These seminars were organised by J&K 
Technical and Consultancy Organisation (J&K ITCO). Out 
of 31 ,22 places are situated in Jammu, 8 in Kashmir and 
Ladakh regions. 
Conclusion. 
The position and progress as of SSI discussed in this 
chapter depicts a very pathetic picture, large and medium 
scale industries are very few, small scale industries and 
cottage industries no doubt are in large number but these 
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are mostly of traditional character using out dated 
technology and due to 4ack of professional heritage the 
progress is not commendable. Although various schemes and 
programmes have been launched by government, yet due 
to the government and the people, the state still depicts 
the picture of industrial backwardness. This sector will not 
progress unless these schemes are fully implemented and 
their progress is evaluated. Proper monitoring system is 
essential, so that the expenditure incurred on these 
schemes gives fruitful results. Most of the states of India 
have registered progress in the number of units, product, 
employment and export but the state of J&K shows reverse 
trend. The expenditure of government on these schemes is 
decreasing year by year and the attitude of government is 
also thought provoking. 
These units which avail incentives under various 
schemes as data provided by Department of Statistics and 
planning, shows the number of functional units is decreasing 
and number of closed or de-regd, un-traceable or occupied 
units by security forces is increasing. A huge sum is blocked 
in these units which hampers the growth of industrial 
development (Appendix V). 
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C H A P T E R - I V 
FINANCIAL PROBLEMS OF SMALL SCALE INDUSTRIES 
"Finance is oil of wheels, 
Marrow of bones, blood in the veins, 
And esprit-de-crop of commerce and business" 
The importance of finance in the field of small 
industries is as fundamental as else where. Every problem 
of a small producer is the ultimate result of finance. The 
problems of the small industries together are complex where 
the parts regarding material, production, quality control, 
finance and marketing cannot be solved separately. The 
credit and finance problems have to be tackled as one 
problem. 
In this age of automation, liberalization, globalization, 
lack of funds, the small entrepreneurs are forced to work 
with obsolete machinery and technology. The use of 
outdated technique and machinery makes it impossible to 
compete with the large or medium scale industries or the 
products produced by small-scale industries. Lack of timely 
optimum finance effects all the departments of small scale 
industries. 
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One problem gives birth to other problem. Lack of 
optimum funds means use of obsolete technology, using of 
raw material of inferior quality and not having adequate 
money to pay wages which motivates employees to work 
with full capacity. The result is less production and of 
inferior quality. Consequently, it will effect marketing of 
these goods within or outside the state or country. The 
ultimate result will be less sale and low profitability. 
The main objective of study is, to highlight that in spite 
of a number of schemes, incentives, packages and various 
other measures have been launched during last 50 years, 
nothing commendable has been achieved. The chapter deals 
with, the problems faced by entrepreneurs of small scale 
industries while doing business. (India in general and J&K 
in particular). 
The chapter is totally based on questionnaire and 
personal interviews. In Questionnaire 32 questions were 
asked, out of these four question are about, Name of Unit, 
Name of entrepreneur, Date of commencement and any 
suggestion. Remaining questions and their responses are 
discussed in the following pages. This chapter is divided into 
Four parts. 
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(A) Basic Cause of sickness. 
(B) Problems faced in production. 
(C) Financers of Small Industries. 
(D) Weakness in credit delivery system. 
(A) Bas ic Cause of S i ckness . 
Small is beautiful, no doubt, but being small, its capacity 
to face the hurdles, is also small. Since, it has no access 
to the economies of scale, problem arising out of inadequacy 
of working capital, marketing problem, shortage of power, 
poor infrastructure, obsolete technology, higher rate of 
taxes, procedural hassles inadequate integration of large 
units with small units and managerial inaptitude make its 
products uncompetitive. Sickness of units if continues for 
long leads to closure of units. 
Industrial sickness may be acceptable and may even be 
considered desirable .In a market economy in free enterprise 
societies only those units which are profitable, efficient and 
dynamic are excepted to survive while the inefficient and 
unviable ones are likely to be eliminated from the process 
of competition. In a free market economy, this natural 
principle of "survival of the fittest" is viewed as a positive 
r a the r than a re t rograde p h e n o m e n o n and the 
disappearance of non-competitive units is not a problem to 
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any society, but when it becomes endemic and epidemic it 
poses serious challenges to the government. Sickness in 
small industry under these circumstances can not be left to 
the market forces. It effects the economy and does not help 
in achieving the objectives of economic policy. 
Industrialisation in J&K can not be ignored as sizeable 
institutional, as well as entrepreneurs, resources are locked 
up, resulting in wastage of capital assets, loss of production 
and increased unemployment. The sick units effect reduction 
of loanable funds with financial institutions ,by reducing the 
velocity of their circulation. 
Apart form these there are some other technical 
problems, which were observed during the survey may also 
be the cause of sickness. 
Actual figure of sick units in J&K is not available due 
to prevailing situation, but the data which is available in 
the Directorate of industries and commerce & R.B.I, is only 
of those units, which avail incentives (Table-4.1). The units, 
which do not avail incentives or non registered are closed 
or are at closure stage. As mentioned by the finance minister 
of J&K state, Mohd. Shafi only 1000 units out of 35641 
(registered) are functional while 8500 of these units are non-
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Tabic 4.1 
Magnitude of Sickness in Small Scale Sector of 
. Jammu & Kashmir 
( 1 9 9 2 - 1 9 9 8 ) 
At the end ot 
March 
Potentially 
viable 
Non-viable Viability yet 
to be decided 
lota! Viable units put 
under nursing 
programme 
N o . o f u n i t s 
(Amount o/s 
1993) 
No.of units 
(Amount o/s 
1994) 
No.of units 
(Amount o/s 
1995) 
No.of units • 
(Amount o/s 
1996) 
No.of units 
(Amount o/s 
1997) 
No.of units 
(Amount o/s 
1998) 
2 
(0.19) 
2 
(132) 
5 
(0.22> 
401 
(3.90) 
6 
(0.38) 
8 
(0.55) 
641 
(6.68) 
160 
(3.82) 
122 
(4.81) 
1286 
(14.74) 
751 
(7.52) 
1498 
(19.66) 
1 
(0.92) 
--
--
2121 
(6.98) 
4 
(819) 
130 
(4.94) 
644 
(7.22) 
162 
(5.14) 
127 
(5.04) 
3728 
(25.62) 
761 
(16.09) 
1621 
(25.15) 
2 
(019) 
1 
(0.13) 
1 
(0.15) 
2 
(0.28) 
1 
(8.16) 
4 
(0.52) 
Figrues in Brackets indicate, Outstanding Amounts (O/ 
S) in Crores 
Source: By courtesy Reserve Bank of India, Unpublished 
. Material. 
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existent, subsidy and financial assistance for which were 
already drawn. 
1. Registration: 
Registration of SSI units with the Directorate of 
Industries is not mandatory. However it helps in many ways. 
Registration with State Directorate of Industries helps a unit 
to obtain all facilities and assistance from government and 
It is done in two stages. 
(a) Provisional Registration: Provisional Registration 
enables the units to apply for and obtain facilities, such 
as factory shed/plots in industrial estates, water and 
power connections, liberalised financial assistance, 
machinery on hi re-purchase , from c e n t r e / s t a t e 
government organisations like National Small Industries 
Corpora t ion (NSIC) and State Small Industries 
Corporations. 
(b) Permanent Registration: After the unit has obtained 
clearance and has taken all steps to commercial 
production, it can apply for permanent registration. 
But during the survey many entrepreneurs complained 
about it as a tedious process. Getting no objection certificate 
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from banks is a yoe-man's service. In response to Q. No. 
4, the views of 200 respondents are as follows-. 
Q.4 What Problems did you face with regard to 
registration? (Please Rank the above factors) 
Response: 4: 
Rank-1 %age Rank-2 %age Rank-3 %age 
a. Unnecessary 108 54 48 24 44 22 
Official Delay 
b. Cumbersome 65 32.5 95 47.5 40 20 
Adm. Procedure 
c. Bad Attitude 27 13.5 57 28.5 116 58 
Total 200 100 200 100 200 100 
The above ment ioned facts reveal tha t 54% 
entrepreneurs out of 200 say that official delay is the main 
problem in registration and 32.5% are of the opinion that 
it is cumbersome procedure. May be it is one of the causes 
that entrepreneurs are not fully benefited from various 
facilities and schemes available for these units. 
Responses of Q. No. 5 to Q.No. 8 of questionnaire in 
which certain points are important to explain are given 
below. 
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Q.5 What is the reason behind choosing business 
as profession? (Please Rank the above factors) 
Response: 5: 
Number %age 
a. 
b. 
c. 
Ambition 
Motivation by Govt. Agency 
Unemployment 
47 
35 
138 
23.5 
17.5 
68 
Total 200 100 
Q.6 Do you hold any experience of running a 
business unit before starting this unit? (Yes/No) 
Response: 6. 
Number %age 
a. Yes 22 11 
b. No 178 89 
Total 200 100 
Q.7 Have you attended any programme on 
promotional and development activities on Small 
Scale Industry organised by Govt. Agency? 
(Yes/No) 
Response: 
a. Yes 
b. No 
7: 
Number 
34 
168 
%age 
17 
83 
Total 200 100 
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Q.8 Has any publicity/seminar/campaign been 
organised in your area? (Yes/No) 
Response: 8. 
a. 
b. 
Yes 
No 
Total 
Number 
42 
158 
200 
%age 
21 
79 
100 
From the responses of these questions two things 
emerge, one lack of professional character and the other 
lack of interest on the part of the government in the 
development of industrial sector. 
Without private participation it is very difficult if not 
impossible to make the state industrially developed. But the 
Irony is as was observed that almost all educated youths 
after getting degrees are expecting white - colar jobs. 
Everyone prefers to remain an employee rather than to 
become an employer. As response 5 reveals that only 23 .5% 
of entrepreneurs have ambition to do business, the rest are 
forced to do that and 89% entrepreneurs have no 
experience of any business (response 6). It can be said that 
the, people of J&K state are not adventurous. They do not 
want to take risk. They are satisfied whatever government 
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job they get, doesn't matter what type of job it is. A look 
at the neighbouring state of Punjab, shows that people there 
have reverse ideology and thinking, they are adventurous 
and warriors. May be it is one of the reasons of the 
prosperity of Punjab. Without raw material available in the 
state they have monopoly on various activities of business 
and give new concept of industrial development i.e. Foot 
loose Industries. 
No one learns in mother's lap, it is up to surrounding 
environment which builds character and thinking. Crores of 
rupees have been spent in past for programmes on 
promotion and development but as depicted in response 7, 
only 17% entrepreneurs have attended these programmes 
and the reason behind is that these seminars and publicity 
campaigns are organised at regional level or at selected 
places. According to response 8 upto this time in 79% unit 
no seminar or any other development programme was 
organised in their area. 
2 .a Lack of planning: 
Most of the small industries are started by entrepreneurs 
who, in most cases, are encouraged by the success of some 
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units on the similar lines. The entrepreneurs do not plan 
the project in the desired manner. As a result, a good 
number of SSI units are troubled with serious problems. In 
most of the cases whatever projects are undertaken are done 
in haste to obtain institutional finance without paying due 
attention to key areas. 
Lack of management Competence, setting up units in 
haphazard and unpremeditated manner due to lack of 
experience, uncoordinated planning and inadequate finance 
are the main causes of increasing sickness in small scale 
sector. Many new entrants do not possess the requisite 
qualification, training and experience in the fields of 
manufacturing, organization and running of units. The 
problem has become more active with the implementation 
of the self employment schemes for educated unemployed 
youths. It is known from many-closed units that the youths 
are entering the small industry because finance is provided 
by banks and many incentives and subsidies are offered by 
the government. A study by SBI during late 80 's , pointed 
out that the "unemployed youths have neither motivation 
nor training or risk taking capacity. Beside their educational 
qualification also does not suit their activity. Further, it is 
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observed that many self-employed people enter the field as 
a stop-gap arrangement and as and when they get some 
employment they leave the unit without any hesitation as 
they do not have much stake in the unit".1 The same is 
the case of Jamrriu and Kashmir. 
2b. Lack of Knowledge. In the present industrial climate, 
technological advancements and innovations are taking 
place at a rapid pace. Most of small-scale industries have 
limited access to la tes t technique, s c h e m e s , and 
technologies. Some units have installed latest machinery 
available for production but due to lack of knowledge and 
unskilled man power they can not handle it properly 
resulting in huge capital loss. A unit using latest machinery 
for making barbed wire with a total cost of above 15 lacs 
is not in function for one year because of improper 
handling. 
During survey, it is found that technological problems 
have turned many units sick. Because of shortage of finance 
and lack of upto date knowledge, many units resort to out 
mode equipment and methods. 
As a result small units start facing problems of quality 
and also high cost of production and consequently they find 
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it difficult to compete with large industries producing the 
same products or other units from the small-scale sector. 
The problem is likely to become more and more grim in 
the small-scale sector with the fast changing technology. 
Although central and state governments are trying their best 
to provide, consultancy assistance to small scale industries, 
but the availability of desired counselling services is limited 
to some specific areas only. 
3. Poor Capital Structure. Generally, SSI units are 
started with a distorted capital structure, with greater 
proportion oi borrowing to own funds. Poor equity base of 
Small Scale Sector has been identified as one of the causes 
of sickness in Small Scale Sector. Sound capital structure 
is very important for Small Scale Industries. But the 
response of Q.9 and data compiled from that show very 
grim picture of capital structure, only 29% i.e. out of 200 
units have balanced capital structure and 7 1 % have distorted 
capital structure. More debt as compared to use of equity 
leads to serious problems in the long. Those industries, 
which have, incurred losses in the beginning, lead to serious 
liquidity problems, which of further compounds operational 
problems. 
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75 
67 
46 
12 
37.5 
33.5 
23.00 
6.00 
Q.9 What is your investment, a. Own contribution 
b. Credit 
Response: 9. 
Own Investment Number %age 
Upto 30% 
31% to 50% 
51% to 80% 
81% and above 
Total 200 100 
3 . Poor Marketing Strategy: 
It is observed that the other important factor causing 
sickness in small-scale industry has been the inability to 
market the products. The important thing for an industry 
to survive is the market for its goods. In this connection 
the old saying by Paul Haffmen may be recalled "Our illusion 
is that we can industrialise a country by building factories 
we do not, we can industrialise it by building markets". Four 
questions related to marketing of products are asked from 
entrepreneurs. The question and response are as follows: 
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Q . 1 0 Please state your sale? 
Response: 10. 
Number %age 
a. Local market 
b. Within state 
c. Out side state 
38 
96 
66 
19.0 
48.0 
33.0 
Total 200 100 
Q . l l How do you sell your product? 
Response: 11: 
Number %age 
a. 
b. 
c. 
With own efforts 
Through SICOP 
Any other Agency 
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40 
7 
76.5 
20.0 
3.5 
Total 200 100 
— "n • m—' • • • • ,mm • • 
Q . 1 2 Is the demand of your product sufficient? 
(Yes/No) 
Response: 12: 
Number %age 
a. Yes 50 25.0 
b. No 150 75.0 
Total 200 100 
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Q . 1 3 What type of problems you faced while 
marketing? (Please rank the above factors) 
Response: 13: 
Rank-1 %age Kank-Z %agc Kank-3 %age Kank-4 %age 
a. Competition 13 6.5 47 23.5 57 28.5 83 41.5 
b. Lack of 45 22.5 60 30.0 62 31.0 33 16.5 
Advertisement 
c. Poor Quality 77 38.5 82 41.0 31 15.5 10 5.0 
d. High Cost 65 32.5 11 5.5 50 25.0 74 37.0 
Total 200 100 200 100 200 100 200 100 
The above mentioned figures show that state market 
absorbed 67% of product produced by SSI units and about 
33% out side the state. About 76% units from selected 
sample are selling their products with own efforts and only 
20% are selling it through SICOP. The response of Q. 29 
highlights that 75% entrepreneurs gave negative response, 
it is not because of a single reason but various factors are 
responsible which are clearly shown in the response of 
Q.30, ie. lack of advertisement (22.5%), poor quality 
(38.5%), high cost (32.5%) and competition (6.5%). 
For many obvious reasons such as lack of market 
information, poor advertising and poor quality of products, 
professional marketing is conspicuous by its absence. 
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Due to these reasons, most of the small industries are 
unable to withstand competition from the large-scale 
operation of medium and large industries and the publicity 
edge given to their products is insufficient. In the matter 
of market research, financial restraints make it difficult for 
the small industries to undertake elaborate market research 
so that they would know what product to choose and reduce 
the supply demand gap. For distribution of their products, 
small industries are dependent on a few dealers who often 
take advantage of marketing weakness of small industries. 
In the matter of sales promotion, again financial limitation 
imposes restriction on small industries and they fail to 
launch rigorous sales promotion drives. Despite the fact that 
government has been quite responsive by reserving more 
than 800 items exclusively for small-scale sector, the sector 
has been facing marketing problems. Fur ther price 
preferences are provided by the central and state 
government public sector enterprises to the products of 
small-scale units. While these measures are helpful to some 
extent, they meet only a small part of industrial production 
and therefore, for marketing of bulk of their output, small 
industries have to depend upon their own efforts. 
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(B) Problems Faced in Production: 
Increasing the number of units and enhancement of 
amount of investment does not mean the progress of 
industrial development. Production is always one of the 
important factors. It means transformation of raw material 
into finished product. Increase in production means full 
utilization of men, material and machines and it is an index 
of the health of the unit. 
Amount invested must be fully utilised either on 
investment on infrastructure or on labour. For bringing down 
the cost of production and to improve productivity full 
utilization of capacity is very important. Response of 
Q. 14&15 which are based on capacity utilization show that 
the capacity utilizatiion is a serious problem of small scale 
industry. 
Q . 1 4 Please indicate your capacity utilization? 
Response: 14: 
Capacity Utilization Number %age 
Upto 50% 39 19.5 
51% to 70% 97 48.5 
71% to 90% 60 30.00 
91% and above 4 2.00 
Total 200 100 
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Q . 1 5 Please point out the reason for under 
utilisation of capacity? (Please rank the 
above factors) 
Response: 15: 
Rank! %age Rank-'/ %agc Rank-3 %age Kank-4 %age 
a. Raw Material 23 11.5 43 21.5 110 55.0 24 12 
b. Labour 14 7.0 10 5.0 31 15.5 145 72.5 
c. Finance . 78 39.0 102 51.0 12 6.0 8 4.0 
d. Power 85 42.5 45 22.5 47 23.5 23 11.5 
Total 200 100 200 100 200 100 200 100 
68% units out of 200 selected units, are those whose 
capacity utilization is below 70% and only 30% have 
between 7 1 % to 90%. Power is the main cause of under 
u t i l iza t ion of capacity followed by f inance. T h e 
entrepreneurs do not give importance to other options 
behind under utilization. To some extent these factors are 
also responsible for underuti l izat ion as about 5 5 % 
entrepreneurs rank-Ill reason raw material for that. But this 
factor is linked with finance as explained in detailed on raw 
material point. All these factors which in one way or the 
other are responsible for the under utilization of capacity 
are discussed in the following pages separately, where 
clarification of certain important points has been given. 
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The sole aim of business is to dispose off its production, 
so that it can cover its cost of production and earn a 
reasonable profit. Cut-throat competition makes it essential 
to have reasonable price and good quality products, 
otherwise, the products will find no place in the modern 
markets, where domestic as well as international products 
are competing each other. 
The units are forced to produce inferior quality goods 
on higher prices due to the following reasons. 
1. Industrial Location: 
The choice of an appropriate location is one of the 
fundamental considerations to be taken into account by a 
businessman before starting the business. The main 
objective of business enterprises is to have maximum 
production at minimum cost. This is possible only when the 
unit is ideally located. Improper location leads to wastage 
of sources and unplanned growth of enterprises. 
Geographica l location makes it impossible for 
entrepreneurs to select a proper location for setting up of 
industry where power, water, transport, bank and other 
facilities are easily available and all those facilities can' t be 
privately managed due to financial crisis of small scale 
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entrepreneurs. They can't block their money first in basic 
infrastructural facilities and without proper guidance. It is 
very difficult for them to find a suitable place where industry 
can be located. 
The state government has developed a number of 
industrial estates in various parts of J&K where almost all 
facilities are available. "As on 3 1 . 3 . 1 9 9 8 there are 828 
sheds built by government out of which 806 are alloted for 
production purposes and 28 for other purposes. But 
unfortunately only 452 units are functioning in the sheds".2 
As far as location of units selected for sample is concerned, 
figures in response of Q. 16 show that only 18.5% units 
are located in industrial estates. 
Q . 1 6 Factory Accomodation? 
Response: 16: 
Number %age 
a. Own Shed 97 43.5 
b. Hired Shed 76 38.00 
c. Industrial Estates 37 18.5 
Total 200 100 
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However, during survey it is observed that sheds are 
alloted for other than production purpose also. Some sheds 
are still vacant, and some units have suspended their 
production. Some units suspended have stopped their 
production because of political disturbance. 
The unfortunate district of Doda, which is the third largest 
district in area has not still set up an industrial estate. The district 
has vast potential of industrial development and where 
unemployment is very high "as per rural development 
department about 61000 families live below poverty line".3 
The provision for allotment of land and rent in the 
industrial estates is rupees 20,000/-per Kenal of land 
premium or the actual development cost whichever is less 
and the lease rent is revived after every five years. 
If the government wants that industrial progress should 
not derial, it must try to get those industrial units vacated 
which are not functioning and take action to make sick units 
to function smoothly. There are many applications pending 
in DIC's for the allotment of sheds. In addition, government 
must stop quota of raw material and take strict action 
against those who follow illegal procedure for the allotment 
of land in the industrial estates. 
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2 . Mater ia l : 
Entrepreneurs are asked five quest ions based on raw 
mater ia l . The picture emerging from their responses is as 
fo l lows : 
Q . 1 7 Whether the raw material required in your 
business is available? 
Response: 17. 
Number %age 
a. Local Market 32 16.00 
b. Within State 127 63.5 
c. Outside state 41 20.5 
Total 200 100 
Q . 1 8 How do you purchase raw materials? 
Response: 18. 
Number %age 
a. Through D1C 60 30.0 
b. With own efforts 133 66.5 
c. Any other Agency 7 3.5 
Total 200 100 
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Q.19 Do you get entire quantity of needed raw 
material? (Yes/No) 
Response: 19: 
a. 
b. 
Yes 
No 
Total 
Number 
12 
188 
200 
%age 
6 
94 
100 
Q.20 Do you get all types of raw material through 
D1C? (Yes/No) 
Response: 20: 
a. 
b. 
Yes 
No 
Total . 
Number 
41 
159 
200 
%age 
20.5 
79.5 
100 
Q.21 How do you rate the service provided by such 
government agencies in case of raw material? 
Response: 21. 
Number %age 
9 4.5 
20 10.0 
64 32.0 
107 53.5 
a. Excellent 
b. Very Good 
c. Fair 
d. Poor 
Total 200 100 
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The response of Q.17 shows that 80% units are using 
raw material which is available within the state and only 
20% units import it from outside the state. As purchasing 
of raw material is concerned about 67% are dependent on 
their own efforts and the rest are purchasing from 
government agency. Timely raw material required is the 
main problem of entrepreneurs as' 94% units complain that 
needed quantity of raw material is not available at the time 
of requirement. Regarding Q.20, the response of 80% unit 
holders was in negative. It is the reason that most of units 
are not purchasing raw material through DIC. In response 
of Q. 21 the answer of 8 5 % unit holders was fair or 
poor. 
Timely procurement of right type of raw material at 
reasonable rates is one of the important problems, and the 
main reason according to 90% entrepreneurs is finance. Raw 
material is not available easily and entrepreneurs are 
helpless to use inferior quality of raw material due to lack 
of finance. 
If the material is available they do not have timely 
money to purchase and some times if money is available 
the cost of raw material is so high that they are not able 
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to purchase so much that will satisfy their need, ultimately, 
they are helpless to purchase material of inferior quality. 
Some say that they are mostly dependent on local market 
for supply of raw material, which is sub-standard, as well 
as costly. Most of the units are low capital investment units, 
which are vulnerable and are not able to buy the material 
in the open market. Small-scale industrial Development 
Corporation (SICOP) supplies only 5% to 10% of actual raw 
material required. Due to this reason 90% to 95% raw 
material they have to purchase from the open market. It 
is obvious due to this fact that the raw material available 
is of inferior quality or rates are very high if quality is 
superior. Ultimately, the final product's cost is very high and 
customers do not prefer the products produced by these 
units as the same product produced by other states is 
available at very low rate and the units here are suffering 
huge losses. 
Further, SICOP does not deal with all types of items. 
Those unit holders where SICOP is not dealing has no 
alternative except to purchase, such items from the market 
at higher cost. 
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In Kashmir valley there is a vast potential for 
development of sports goods industry. The most suited and 
preferred willow (wood) for sports goods is available in 
abundance in Kashmir valley. However unfortunately 
progress of sports goods industry is very miserable because 
no raw material depot is available in J&K for this industry. 
The raw material which is used for making handles of cricket 
bats is imported from Jalandhar, Delhi or Calcutta and when 
it reaches, to final destination its cost goes up by rupees 
80 to 100. The need of the hour is that there must be raw 
material depot, so that difficulty faced by these industries 
could be solved. Irony of fate is that in the past, there were 
some small scale depots under State Forest Corporation, but 
now they are closed by the government. The raw material 
for joinery mills is available now in Jammu for Jammu 
region. The joinery mill owners complain that from Jammu 
the supply" of raw material costs them very high due to cost 
of transportation. 
Proper allotment of raw material is another problem. 
Malpractices in the allotment of raw material have forced 
entrepreneurs to compensate it in shape of increasing prices 
of product. A simple procedure and proper assessment 
should be made and supply of raw material should be on 
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regular basis so that bogus supplying of raw material can 
be strictly checked. 
Non-availability of sufficient raw material at a particular 
place makes it possible for supplier of raw material to have 
monopoly in prices. Time factor also decided the prices e.g. 
poultry farmers get chicken (raw material) from the 
Department of Sheep and Animal Husbandry. But due to 
limited supply only influential poultry farms have access to 
this raw material. Others are dependent on capital cities of 
Jammu and Srinagar through private suppliers. The 
government, which supplies at rupees 7 in local market, is 
available in Jammu and Srinagar for rupees 6 but 
transportation cost and Misc. charges added to it, costs them 
rupees 12/-to 15/-. 
3 . Human Resource 
Q.22 & 23 provided responses about labour. 
Q . 2 2 Is desired labour available in your area? 
(Yes/No) 
Response: 22. 
Number %age 
a. Yes 97 48.5 
b. No 103 51.5 
Total 200 100 
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Q.23 What type of labour problem do you face? 
(Please rank the above factor) 
Response: 4. 
Rank! %age Rank-2 %age Rank-3 %age 
a. Non-Availabiiity 60 30.0 70 35.0 70 35.0 
of Skilled labour 
b. Demand of 75 37.5 85 45.5 40 20.0 
higher wages 
c. Inadequate work 65 32.5 45 22.5 90 45.0 
Total 200 100 200 100 2(H) 100 
In the response of Q.22, 48 .5% entrepreneurs are of 
the opinion that they get the desired labour. And in 
response of 2nd question the entrepreneurs gave equal rank 
to all three options. 
Labour is an .important force of production. Without 
labour raw material will remain always raw and will never 
become finished product. But it is highly unfortunate that 
in J&K state there is acute shortage of skilled labour. The 
small-scale industry mostly depends upon local labourers 
who are less skilled or if they are expert in their jobs the 
entrepreneurs pay very less to them. Most of the labourers 
are unhappy with the wage policy of these industries. Their 
complain is that other labourers whom they hire from out 
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side are paid more. They do not work up to their full 
capacity or mostly they are absent. For that they give the 
reason whatever we are paid, we work for that, when this 
problem of labourers is discussed with entrepreneurs they 
told the surveyor that there is scarcity of finance, they have 
to pay more on every ingredient of production, how can 
they pay higher wages. 
Due to specialized areas in which work force is in short 
supply, workers take advantage of situation arid frequently 
abstain themselves from work demanding higher wages or 
higher advance and consequently the work is hampered and 
results in under utilization of capacity. 
Entrepreneurs also complain that skilled labour demands 
very high advances, and they are not able to pay due to 
scarcity of finance. 
Power: 
For high level of economic development, power plays 
key role. Power is one of the important indications of 
economic" development of any country. India's 80%, 
population lives in rural areas and to promote rural 
industrialization adequately, regularly and on reasonable 
rates, supply of power is very important. The state is very 
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poor in coal because of the unfavourable geological 
structure, the prospects of striking gas and petroleum is not 
very promising. In spite of the fact that state has very vast 
potential for generating hydro electricity, "estimated at over 
15000MWs, it is generating only about 400 MW".4 During 
survey every industrial unit complained of regular power 
cuts, high rates and very low voltage which hamper the 
production of work in full capacity. As discussed in earlier 
pages power is the main cause of under utilisation of 
capacity, the other question is as follows: 
Q . 2 4 Are you satisfied with power policy of J&K 
government towards SSI sector?(Yes/No) 
Response: 24: 
a. 
b. 
Yes 
No 
Total . 
Number 
10 
190 
200 
%age 
5.0 
95.0 
100 
The response of this question shows that only 5% are in 
favour of the policy otherwise remaining 95% are against it. 
"On 27 Nov. 1998 industrial units of Jammu observed 
'black day' and remained closed to protes t against 
government's recent hike in power. In the words of 
President of SSI association, that recent hike in power would 
put extra burden of rupees 120crore on the industrial sector. 
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In his words Power Development Department is a "Den of 
corruption". He said, "60% power is illegally consumed by 
general consumers with the connivance of PDD employees". 
Where as; industry was contributing 30% of the total 
revenue despite it used only 17% of total power".5 When 
asked employee, requesting not disclosing the name, accepts 
that power is illegally used. In Doda tehsil alone there are 
28 saw or joinery mills out of which only few are regularly 
paying the bills to the department the others have made 
illegal dealings with linemen. 
The state has signed various MOU's with national and 
international firms for the execution of Dulhasti, Bagliyar, 
Kishanganga projects and it will take many years to be 
completed and the state to become self-sufficient. 
Power is not only an important indicator of economic 
development but it also effects small entrepreneurs in one 
way or the other. Without proper power there is under 
utilization of machines plus waste of time of labour and 
ultimately' it will effect cost of production. If power is 
uninterrupted and with proper voltage it will reduce about 
10% cost of production. For Artisans lighting is very 
important. Those who are not still using power for the 
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production are working upto very late night, especially in 
Kashmir region. Artisans have complained that there is 
unnecessary load shedding which hampers their work and 
a product which takes 15 days normally to be completed, 
due to lighting problem takes 20 to 25 days 
Most of the units are not aware of the schemes of 
government for diesel generating sets, those who are aware 
complained that the process of getting diesel generator sets 
is so tedious that it takes two to three years. Their complaint 
is that there is no doubt that 100% subsidy is allowed for 
0.1MW to 1MV but they can't purchase it. They have to 
purchase it through financial institutions. The attitude of 
agencies is so rude and non-cooperative that they do not 
dare visit them again and again. Further due to shortage 
of capital • they can not purchase DG set because subsidy 
is given in two installments only after installation of set. 
Second installment is given after one year. They are not 
able to block their money, their request is if subsidy is given 
in one installment, they can use this amount for other 
purposes. 
Unless adequate steps are taken to solve power problem 
the state will continue to be backward. The government 
179 
should take necessary action for the completion of 
important hydro electric projects within reasonable time and 
till then the process of getting diesel generation sets should 
be made easy so that the entrepreneurs get DG sets as 
earlier as possible and without any difficulty. 
(C) Financers of Small Scale Industry: 
During survey except 2% to 5%, entrepreneurs, all the 
entrepreneurs and their associations in all the districts of 
the state have complained of insufficiency of timely credit. 
Finance is life blood of business and Q.25 of 
questionnaire deals with major sources of finance: 
Q.25 Please state the major source of f inance? 
Response : 25 
a. 
b. 
c. 
d. 
e. 
Commercial Bank 
Own Funds 
Financial Institution 
Friends and Relatives 
Money Lenders 
Rural 
25 
18 
4 
13 
44 
Urban 
53 
3 
'31 
7 
2 
Total 
78 
21 
35 
20 
46 
%age 
39.0 
10.5 
17.5 
10.0 
23.0 
Total 104 96 200 100 
The responses show if commercial banks are dominant 
in urban area for financing small scale units, the money 
lenders have monopoly in rural areas. In about 39% units 
out of selected sample major source of finance is commercial 
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banks followed by financial institutions (17.5%) and about 
2 1 % have their own funds. 
In spite of increasing number of banks, various 
incentives, schemes, packages during the last 50 years, 
inadequate and dejayed supply of credit to SSI sector was 
and is the major problem and continues to be so timely 
measures are not taken to solve it. No doubt, on the 
recommendation of Nayak committee, some measures were 
announced in 1995-96 budget, one of the steps was the 
announcement of 7 point action plan which led to 
simplification of procedures, setting up of specialized bank 
branches and better monitoring of credit delivery but nothing 
commendable has come out. 
An attempt has been made to highlight various 
initiatives by government on one side and the need of SSI 
units on the other side, yet the problem remains the same. 
It is important to mention, here, the problems faced by 
borrowers in financing their business and working of banks. 
Money lenders: 
Money lender plays very important role in financing 
industrial units in J&K specially to small scale and cottage 
industries, in spite of increasing number of nationalized 
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banks and government agencies to fulfill their financial 
needs. 
According to survey study of the DC (SSI) of India not 
more than 14% of the SSI units go for bank credit. In 
addition, the situation of J&K is worse where more than 
70% population lives in rural areas and where banking 
facilities are hardly available. Most of the units depend on 
moneylenders. 
During survey it is found that the artisans who are 
mostly illiterate, shrewd moneylenders easily be fool them. 
In handicraft sector, where gestation period is long and 
money is blocked for longer period, they get money for their 
day to day expenses from these moneylenders and also 
purchase raw material, from them and they charge very high 
rates of interest. When product is completed, they sell it 
to the same moneylenders. They pay very less amount to 
them for finished goods. 
In most of the cases, it has seen that they are 
permanent debtors of these moneylenders. Instead of paying 
cash, they deduct it from their accounts and interest rate 
is very high from (20% to 25%). "Short term credit in the 
form of cash or raw material sold on credit is provided by 
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money lenders and dealers to producers often to the 
disadvantage of the latter due to unjust terms on which the 
bargain is struck between the parties of the transaction"6 
These lines indicate that this system is prevailing all 
over India. About 37 years have gone; nothing has been 
done in this regard. This system of financing SSI has so 
many drawbacks that it effects ultimately in the production, 
marketing, and cost of the product. 
No doubt, the development of small-scale industry is 
aggregate of combined inputs of technological skills, labour, 
finance and managerial efficiency. However, due to poverty, 
unemployment and exploitation by moneylenders, the 
process of development the non-availability of timely and 
adequate finance, is a severe restricting factor. 
Till date great contribution has been made by banks 
towards the development of small-scale industry. Yet, 
according to survey study of the office of development 
commissioner (SSI) not more than 14% of SSI units go to 
the bank credit. However, it is a fact that each and every 
aspect of • finance in present is dependent on banks and 
financial institutions. But it is unfortunate as per Nayak 
committee recommendations and accepted by RBI and 
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necessary instructions were issued to the banks before the 
end of December 1994, for ensuring timely and adequate 
credit to SSI, for that it is notable that SSI units received 
not more than 8.1% of their annual turnover by way of 
working capital loan from the banks against the prescribed 
norm of 20%. Further, there has been decline in credit for 
SSI sector as a percentage of annual production from " 8 . 1 % 
in 1991-92 to 7.7%, in 1996-97". 7 Total advances to SSI 
from public sector banks at its percentage to net bank credit 
is given in Table-4.2 it shows that there has been significant 
increase in terms of outstanding credit of public sector banks 
to SSI from 16783 crores at the end of March 91 to Rs. 
38109 crores at the end of Dec. -97 accounting for 1 7 . 5 % 
of the net bank credit. 
Increasing or dec reas ing of number of u n i t s , 
employment, production, export and investment are 
dependent on finance available to these units. Apart from 
own contribution, the bank and corporations play very 
important role in the financing of small-scale industries. 
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Table - 4.2 
Flow of Credit to SSI Sector from Public Sector Bank 
(Rs. in Crore) 
At the End of 
March 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
Net Bank 
Credit 
105632 
112160 
132782 
140914 
169038 
184381 
189684 
218219 
Total Advances 
16783 
17398 
19388 
21561 
25843 
29485 
31542 
38109 
% of SSI Advances 
to net Bank credit 
15.9 
15.5 
14.6 
15.3 
15.3 
16.0 
16.6 
17.5 
Source: M.P. Singh, "Growth and Development of SSI", Adopted from Laghu-
udyog Samachar, Jan-Sep, 1998, p.21. 
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T a b l e - 4 . 3 
Credit Flow t o Tiny Sector 
N e t B a n k C r e d i t Mar-95 Mar-96 Mar-97 Mar-98~ 
Net Credit to Tiny Sector 7734 8183 9515 10273.13 
Tiny Credit as percentage 29.93 27.76 30.2 27.00 
Net SSI Credit 
Total 104 96 200 100 
Source: M.P.Singh "Growth and Development of SSI," Laghu 
Udyog Samachar, Jan-Sept. 1998, p. 21 
Credit flow to Tiny sector has increased in absolute 
terms, it share in the bank credit as compared to net SSI 
credit has fluctuation. Tiny sector increase from Rs. 9 5 1 5 
crore at the end of Mrch, 1997 to 10273 crore at the end 
of March 1998. The share of Tiny sector in advance to SSI 
sector has however, decreased from 30.2% at the end of 
March-97 to 27.0% at the end of March 1998. In order to 
credit all segments of SSI sector, share of credit has been 
earmarked under three categories, i.e. 40% priority sector, 
lending going to SSI has to go to tiny units with investment 
in plant and machinery between Rs. 5 lakh and another 20% 
to tiny units with investment in plant and machinery between 
Rs. 5 lacs and Rs. 25 lacs. It is evident that against the 
target of 60% of SSI credit for tiny units, actual flow of 
27% is very low. 
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Before discussing the weakness in the credit delivery system, 
it is important to mention here the working and progress of some 
important .banks and corporations in financing small-scale 
industries. Shortcomings are unavoidable in explaining working 
and progress of these agencies due to non availability of data. 
The data which was available at RBI and Directorate of Industries 
and Commerce of J&K government are included and assumption 
has been made that the same trend continues after that also. 
2 . STATE FINANCIAL CORPORATION: 
State financial corporations plays leading role in 
financing small-scale units in India. There are at present 18 
such corpora t ions in India. The capitals of these 
corporations are generally contributed by state governments 
and IDBI. The progress in sanctioning and disbursing loans 
shows significant increase. But there is very wide variation 
in the performances of SFC's of different states (Table-4.4). 
While Karnataka SFC has sanctioned rupees 353.8crore 
during 1996-97- Jammu and Kashmir SFC has sanctioned 
only 1.8 crore up to 31st March 1997 Gujarat and 
Karnataka SFCs have sanctioned rupees 2159 .1 and 
2 2 3 3 . 4 c r o r e s respectively. JKSFC sanct ioned only 
137.2crore up to 31st March 1997 . 
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Table - 4.4 
Statewise Assistance Sanctioned to Small Scale Industries by State 
Financial Corporation 
(Amount in Crore) 
S.No. State 1994-95 1995-96 1996-97 Commutative upto 
end of March 1997 
1 2 3 4 5 6 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
Andhra Pradesh 
Assam 
Bihar 
Delhi 
Gujarat 
Haryana 
Himachal Pradesh 
Jammu & Kashmir 
Karnataka 
Kerala 
Madhya Pradesh 
Maharashtra 
Orissa 
Punjab 
Rajasthan 
Tamil Nadu 
Uttar Pradesh 
West Bengal 
Total 
100.6 
4.9 
-
22.8 
201.8 
193.1 
7.2 
05 
282.5 
49.8 
33.7 
262.6 
16.0 
33.00 
150.0 
215.9 
135.8 
32.6 
1742.8 
129.7 
0.1 
20.1 
35.9 
267.2 
181.8 
9.3 
0.5 
343.0 
143.7 
42.4 
347.3 
27.5 
63.2 
146.2 
295.6 
197.0 
29.9 
2280.4 
114.5 
0.4 
7.5 
40.3 
181.1 
78.8 
7.4 
• 1.8 
353.8 
121.3 
39.2 
165.9 
20.5 
72.3 
135.8 
248.7 
242.9 
' 35.2 
1861.4 
1220.7 
66.7 
450.1 
309.7 
2159.1 
897.1 
105.8 
137.2 
2233.4 
747.7 
474.8 
1650.9 
427.2 
792.8 
1205.1 
1950.9 
1591.8 
396.7 
16817.4 
Source: "Small Scale Sector by you for you, with you", (edition 1999) Published by Develop-
• ment Commissioner, Small Scale Industries, Department of SSI And Rl, Ministry of 
Industry, Government of India, New Delhi, p. 166. 
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According to JKSFC sanction and disbursement Table-
4 .5 in 1989-90 SFC provided Rs. 1421.52 lacs as against 
it in 1997-98 corporation sanctioned only 180.77 lacs in 
favour of Small Scale Sector. Disbursement figures also show 
the same trend. In 1989 Rs. 1463.32 lacs was disbursed 
as compared to it only 33 .64 lacs in 1996-97 and 6 1 . 7 9 
lacks in 1997-98 was disbursed. These figures clearly depict 
that JKSFC have almost pushed back their hand in 
sanctioning and disbursing the term loan. 
As far as district wise progress of JKSFC is concerned, 
the activities are limited to only three districts out of 
fourteen (Table 4.6). District wise breakup data is available 
only upto 1994-95. It shows that in 1994-95 in Srinagar 
and Jammu districts only 52 .80 lacs was sanctioned. 
Although there are offices of JKSFC in all district 
headquarters as per official documents but activities are 
negligible and very little amount is disbursed in each 
financial year. 
During the survey it was found that offices are present 
in every district headquarter but they merely do the 
formality. For about 15days in a month some of these 
offices remains closed. It can be. one of the main causes 
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Table - 4.5 
Loan Advanced by State Financial Corporation for Industrial Sector in 
J&K 
(Rs. in Lacs) 
At the End of Loan Loan 
March Sanction Disbursed 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1421.52 
1100.56 
1876.77 
468.78 
88.85 
52.80 
55.26 
182.61 
189.77 
1463.32 
997.58 
1175.48 
1008.85 
608.35 
171.45 
24.86 
33.64 
61.79 
Source: Digest of Statistics 1997-98, Published by Directorate of Economics 
and Statistics, Planning and Development Department, J&K Govern-
ment, p. 178. 
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that JKSFC progress is unsatisfactory, recovery process is 
very slow and it hinders the circulation of loan. 
3 . Commercial Banks: 
Commercial banks also play vital role in financing 
small scale sector of India. The public sector banks have 
over 44000 branches covering practically every nook and 
corner of the country. They have widest possible reach and 
always depend upon the government for providing need 
based credit facilities to SSI sector. The credit disbursement 
to SSI of scheduled commercial banks on June 1995 shows 
that in northern region out of total disbursed amount 
1783 .18 , J & K got only 15.25 crores disbursement (Table 
4.7). Out of 15.25 crores only 2.7 crores is the share of 
Khadi, village and tiny sector as revealed on examining table 
which is the lowest among all northern Indian states. 
These banks play leading role in granting loan to SSI. 
They are Jammu and Kashmir Bank Ltd., Punjab National 
Bank and State Bank of India. It is very unfortunate that 
very limited number of commercial banks are in existence 
in J & K. The branches of Jammu and Kashmir Bank are 
found in almost all parts of state. In cities and towns 
branches of SBI, PNB are there, otherwise no major bank 
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Table - 4.7 
Region-wise Disbursement of Advances of Scheduled Commercial 
Banks to Small Scale Industries 
As on 30 June 1995 (1995 to 1998)* 
(Amount in Crores) 
Region Total Disbursement % of Total SSI to 
Cottage Khadi Village and 
Tiny Units 
North-Eastern Region 
Eastern Region 
Central Region 
Western Region 
Souther Region 
Northern Region 
Total 
Haryana 
Himachal Pradesh 
Jammu and Kashmir 
Punjab 
Rajasthan 
Chandigarh 
Rajasthan 
26.73 
432.35 
611.41 
1920.41 
3001.74 
1783.18 
7775.82 
339.05 
21.19 
15.25 
348.11 
181.38 
61.92 
816.28 
1783.18 
1.63 
17.71 
46.59 
52.37 
83.44 
29.20 
230.94 
4.4 
1.36 
0.27 
12.83 
7.34 
0.75 
2.60 
29.20 
* Total Disburse amount to SSI after June 95 was not received to RBI 
from some states. 
Source: By courtesy Reserve Bank of India, New Delhi. 
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of India has branches in any part of the state. 
The progress of these banks is as follows: 
(a) Jammu and Kshmir Bank: 
As per Table 4.8 Jammu and Kashmir Bank's past 
performance regarding sanctions and disbursing loan is 
negative. 
Their activities are mostly concentrated in Kashmir 
region but even then very nominal amount, only 2 4 . 5 1 lakhs 
during 1994-95 benefiting 55 units was disbursed. Although 
in Jammu Division J & K Bank has disbursed 51 .2 lakh to 
3 units in 1994-95 but important point to be noted here 
is that in .Jammu district and only 2 units got lions share 
i.e. 50.2 lakhs. Otherwise in remaining districts the amount 
disbursed is nominal. 
In Ladakh district no section of disbursement have 
been made. 
It is clear indication that bank attitude toward SSI is 
not responsive, specially of that bank which is state 
Government official bank. 
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B. State Bank of India (SBI) 
Table 4.9 shows very negative picture of financing 
small scale industries in J & K. In Kashmir region not a 
single penny has been sanctioned or disbursed during the 
last three years. In Jammu division except two districts 
Udhampur and Kathua where 4.88 (6 units) and 13.37 lakhs 
(5 units) have benefited from the institution otherwise all 
SSI units in the remaining districts and two districts of 
Ladakh region received no help from this bank. Being the 
largest bank in the number of branches, the expectation of 
enterprises is also high from this bank. But table reveals 
a very pathetic situation. It is unfortunate that economy 
which is already ravaged attitude of banks makes it 
impossible for J & K economy to comeout of its present 
situation. 
(C) Punjab National Bank (PNB): 
A sketch of PNB's performance from Table 4 .10 
reveals that, PNB is no better than of other banks. In 
Kashmir Region only 1.5 lakhs is disbursed in 1994 -95 to 
one unit and in Jammu region in 3 districts about 9 .02 lakhs 
to 6 units and in Ladakh district no amount is disbursed. 
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(D) Other Financial Institution: 
Apart from SFC and Commercial banks (i.e. PNB, JKB, 
SBI) the role of remaining financial Institutions is same and 
there is nothing new in their performance. In Kashmir 
region only 6.68 lakhs to 6 units was disbursed during 1994-
95 and in Jammu region only 10 units got 15.99 lacs by 
way of loan. Attitude of other financial institutions towards 
Ladakh region in financing small scale industries is the same 
as of other banks. No amount is disbursed during last three 
years. 
(D) Problems and Weakness in Credit Systems: 
During survey it was found that those who are in need 
of financial help for their business or those who applied for loan 
face many problems. The weakness and problems faced by 
entrepreneurs are discussed in the next pages: 
1. Lack of Information: 
This point is based on Q.26 of questionnaire. 
Q . 2 6 Have you acquaintance of incentives/ 
packages/schemes available for SSIs units? 
Response: 26: 
a. 
b. 
Yes 
No 
Number 
6 
194 
%age 
3 
97.0 
Total 200 100 
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The above mentioned response shows a negative picture 
as, 97% of the entrepreneurs of small units are not aware 
of all the schemes, sources and conditions of loans. Almost 
all the entrepreneurs in rural areas do not know about 
specially constituted state financial corporation for SSI. 
Lack of proper advertising is the main reason behind this 
in spite of the fact that there is increase in expenditure on 
advertising/publicity/seminars. In the year 1 9 9 2 - 9 3 it was 
only 1.7 lakhs, but in 1996-97 the expenditure on the same 
goes up to 2.50 lakhs (Table 3.3). During survey it is noted 
that these seminars are organised only at provincial level. 
Need of the hour is that seminars and advertising campaign 
must be organised at district, Tehsil and block level also. 
The DIC/corporation/Banks do not generally publicise 
their schemes and the offices, have not displayed any 
literature regarding facilities/services which they provide. 
Some effective method of displaying the relevant literature 
has to be adopted in respect of each offices. At least one 
full set of such relevant literature should always be available 
for the purpose of reference and guidance of clients. 
Adequate copies of banks instructions, Schemes, 
Reserve Bank of India's instruction and literature produced 
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by SIDBI, NABARD, State and central government, should 
also be made available at each office dealing with SSI units. 
So that borrowers, existing or prospective, can make use 
of such information and get benefit thereof. 
Six points of part XD' from 2 to 7 are based on 3 
questions of questionnaire from Q.27-30. These questions 
deal with problems faced by entrepreneurs in financing their 
business, attitude and service provided by these agencies. 
Q . 2 7 What type of problems you faced in financing 
your business? (Please rank the above factors) 
Response: 27: 
Rank! %agc Rank-2 %age Rank-3 %age 
a. Legal 72 36.0 65 32.5 63 31.5 
Procedure 
b. Security Norms 79 39.5 62 31.0 59 29.5 
c. Condition of Loan49 24.5 73 36.5 78 39.0 
Total 200 100 200 100 200 100 
Q . 2 8 What was the attitude of financial agencies? 
Response: 28: 
Number %age 
1 3~5" 
45 22.5 
148 74.0 
a. Excellent 
b . Good 
c. Poor 
Total 200 100 
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16 
27 
135 
22 
8.0 
13.5 
67-5 
11.0 
Q . 2 9 Please indicate usefulness of service you got 
from these agencies? 
Response: 29: 
Number %age 
a. Useful 
b. Satisfactory 
c. Not Satisfactory 
d. No Views 
Total 200 100 
On the basis of this information and personal interviews 
a detailed discussion follows. In response of Q.27, the legal 
procedure is the main hurdle as think respondents, followed 
by conditions of loan and the rest of them say that security 
norms are the problem for financing their business. Out of 
200, 79 (i.e. 39.5%) ranks conditions of loan as first 
problem, 65 have given second rank to it and 63 place it 
third cause. As far as legal procedure is concerned 72 
entrepreneurs opinion is 1st problem, 62 and 59 place it 
at second and third rank respect ively. While 49 
entrepreneurs thinking is security norm is the main problem 
for financing their business, 78 put it second preference and 
78 third. 
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Excellent attitude and providing useful service is 
important for any organisation to judge its performance and 
service. But unfortunately in responses of Q.28 & 29 on 
one hand only 26% have positive opinion and the rest are 
fed up with the attitude and on the other hand in contrast 
of usefulness of service 67% are not satisfied with service 
provided by these agencies. 
2 . Procedure of Loan: 
The banks (branches) receive application for a loan/ 
credit facility either directly or through a designated agency 
such as district industries (DIC) or specific task force group. 
The application is required to be entered in a loan 
application register maintained to keep proper records, 
statistics for various purposes and to have a check on the 
disposal time. A receipt for the loan application tendered 
by the prospective borrower is also required to be issued 
in terms of extant guidelines. This application is examined 
by bank staff with a view to satisfying themselves with regard 
to the eligibility as per policy of the bank or corporation, 
bank ability of the project is based on the product, industry 
scenario, management competence, financial contribution 
from borrower etc. For this purpose the banks on many 
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occasions call for additional information or documents from 
the borrowers. 
After an indepth examination and receipt of required 
clarifications if any, the bank takes a final view either by 
sanctioning the credit facilities or rejecting the application 
it is not rejected on flimsy grounds by the operational staff, 
it is provided that rejections are to be done with the 
approval of the next higher authority. Senior bank officials 
during their visits to the branches, are expected to examine 
the cause of rejection of loan application. Similarly sanction 
of a reduced limit is to be reported to the next higher 
authority immediately with full details for review and 
confirmation. 
The time norms for disposal of loan application have 
also been fixed allowing a period of 15 days for application 
involving a loan of up to Rs. 2 5 0 0 0 and 8-9 weeks for other 
loans. 
As survey reveals that the above mentioned time fixed 
for disposal of loan application is only on paper, normally 
it takes one year to 3 years for completion of process. The 
attitude of bank staff is very negative. The banks still insist 
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on getting a lot of additional information and documents 
alongwith these forms which delays the sanction of loan 
application and causes unnecessary inconvenience to the 
borrowers. Bank staff, therefore should be requested to 
carefully examine the need for such additional information 
and ask for only such information which is absolutely 
essential. It was also pointed out that the banks keep on 
asking for additional information a piecemeal manner. This 
should be avoided. 
3 . Applicat ion Forms: 
Although as per Nayak committee recommendations 
RBI constituted a working group to rationalise the loan 
application form. They prescribed four types of application 
for getting loan from the bank depending upon the amount 
of loan required. One set of forms has been prescribed for 
loans upto 2 lakh, another for loans from 2 to 15 lakhs, 
loans form 15 lakh to Rs. one crore and above Rs. one 
crore needs different set of forms. Those banks which have 
adopted these forms are proved to be very useful but most 
of the banks are using traditional and old forms which have 
many complications and require large number of formalities 
in filling them. As mentioned in chapter first that most of 
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the entrepreneurs are uneducated and they face problems 
in filling these forms. The form are bilingual i.e. Hindi or 
English. It would be desirable to have trilingual forms i.e. 
in official language of state (Urdu) also. Bank officials 
generally hesitate to provide any assistance or help to a 
prospective loanee in the completion of loan application 
form, in spite of instruction from their head office. It is 
desirable that adequate steps should be taken to curb this 
hesitation and ensure that the bank staff helps the loan 
applicant not only in locating the necessary application 
forms and supporting documents but also assist them in 
filling up and completing these forms, so that speedy 
disposal takes place. And also application forms submitted 
by the borrower should always be examined by a bank 
official at the time of submission having adequate 
experience in credit operations. He should maintain a check 
list so that he may be able to advise the applicant instantly, 
as to what additional information or documents he is 
required to submit for completion of the form. No further 
information or documents should be asked, at any stage 
thereafter. The bank staff should be imparted proper 
training for this purpose. Such steps, if taken, will certainly 
reduce inconvenience faced by appl icant , besides 
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expeditious sanction, it will also help the bank to come 
closer to the client and know them well. 
4 . Financing Options or Condit ions of Loans: 
On the basis of the census report of 1988 an 
overwhelming number (over 90%) of SSI units were in fact 
tiny SSI units. In J&K there are about 97% tiny SSI units 
which need very limited loan for working capital or for 
other requirements. The banks and financial institutions 
were hesitant to deal with SSI enterprises requiring loan of 
less amount. The bank and other institutions indicated that 
it is very difficult to deal with small applicants and state 
financial corporations were also reluctant to handle them. 
Although Finance Minister, in his recent budget speech 
of 1998 has announced that RBI will be advising commercial 
banks to design specific term packages to meet the needs 
of micro enterprises. The public sector banks commanding 
huge resources including specialised expertise, should take 
up the design of such a package on war footing and sanction 
these loans in a big way. SIDBI could provide refinance on 
attractive terms. The services of non-banking financial 
companies could also be utilised. But nothing has been 
done in this regard, the authorities should evolve some 
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financial option which can be conveniently and comfortably 
applied to various sub-segments of this sector. 
5. Security Norms: 
No collateral security/third party guarantee is required 
to be furnished by SSI units for credit limits up to 25000 / -
for limits exceeding Rs. 25000 / - it is determined by the 
financing bank on the merit of each case based on risk 
perception. The Business rule of thumb is more risk, more 
money needed, more profit. Those entrepreneurs who need 
more than 25000 , found it very difficult if not impossible 
to offer registered mortgage of all the existing and future 
fixed assets of the concern to the corporations. 
(a) Collateral security like immovable properties or third 
party guarantees may be asked for, only in case where 
primary security is inadequate or for other valid reason and 
but not as a matter of routine. Proposal, otherwise viable 
should not be turned down merely for want of such collateral 
securities or third party guarantees. 
(b) Wherever feasible, equitable mortgage instead of 
registered mortgage should be preferred in the interest of 
simplicity and to save on stamp duty. But entrepreneurs 
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complaint is that no bank or corporation follows these 
guidelines. The present need is in order to develop SSI units 
the banks should strictly follow norms and remove all 
bottlenecks faced by entrepreneurs. 
6. Valuation: 
Apar t from problems of secur i ty n o r m s the 
entrepreneurs mention that the banks or corporations value 
old fixed assets, after depreciation accounting -to their own 
rules and norms. They do not take inflation into account 
and hence results in undervaluation of assets. The valuation 
of new machinery does not include, cost of installation, 
freight. Stocks of raw material are valued at rates fixed by 
government but actually material is always available at 
higher rates than rates fixed by government. 
It is suggested that the valuation of security should be 
done according to price level account ing (inflation 
accounting) and not on the basis of historical accounts. 
Valuation of material should be based on market price or 
price fixed by government, whichever is higher. 
7. Time consuming and Expensive P r o c e s s : 
About 90% entrepreneurs mentioned that the process 
of getting loan is very cumbersome and expensive. A lot 
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of time is wasted in completing formalities. A lot of money 
is spent on preparation of required legal documents such 
as affidavits. They mentioned that required formalities are 
to be filled in piecemeal manner and it takes long time to 
sanction the loan. It is impossible that sanction and 
disbursement take.less than 6 months. They complain that 
the units whose applications were found to be in order 
receive the sanctions after at least 6 months. 
8. Recovery: 
The recovery of old dues of banks in the form of non-
performing advances is essential if fresh credit has to flow 
in this sector. As from response' it is clear that recovery 
position of SSI units is still not up to the mark. As a result, 
the overdues in the SSI sector are very high. When 
importance of paying back loan and its pros and cons were 
discussed with entrepreneurs, their explanation is that "If 
loan is for one or two years the funds could not be utilized 
in such a short period due to non-availability of raw material 
and climatic conditions. 
Q.30 of questionnaire was based on details of loan 
received and amount paid back. Data compiled from 
responses shows very pathetic picture. From 200 responses, 
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only 9% units position is satisfactory in paying dues back 
(loan+interest) at proper time, otherwise 9 1 % units 
outstanding amount is increasing day by day and huge 
amount is due on them as they are not paying instalment 
at proper time. 
It is necessary to speed up the process of sanctioning 
facilities to SSI units and increase the flow of credit to this 
sector but it is also most important that we ensure ways 
and means of expediting recovery of such loans also. 
It is unfortunate that the whole process of recovery 
of banks loan is bogged down in legal complexity and 
political interferences. These reasons hinders functioning of 
the recovery process. For recovery of loan a national 
consensus needs to be developed with active participation 
by the industry and state government. The state should 
provide all facilities and assistance for the recovery of these 
loans. A special cell should be created to deal with loan 
recovery matters only. 
Whatever additional measures taken to expedite 
recovery, nothing would move if the bank staff not vigilant 
and pursue such cases on priority basis. Hence, the required 
motivation and expertise for the purpose is to be ensured. 
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The banks should appoint special officers or designate 
existing officers having aptitude for work relating to 
recovery. 
9 . Corruption: 
It was felt that corruption, rather than paucity of funds 
is responsible for sickness in SSI. 
Q. 3 1 Ha ve you used any illegal Means for Getting 
Loan? 
Response: 31: 
Number %age 
a~ Not at all 9 ' 4~5 
b. Political Approach 87 43.5 
c. Any Other Approach 104 52.0 
Total 200 100 
Responden t s r e s p o n s e shows that only 4 . 5 % 
entrepreneurs have not used any approach for getting loan 
otherwise above 95% in oneway or the other have used 
something illegal for getting loan. 
The germs of corruption are in the blood of Indian 
peoples . No work is done with out "jugar" or " chai pani", 
and J&K is a den of corruption. Canker of corruption was 
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eating into every institution of the nation. Each and every 
department is oneway or the other corrupt. Almost in all 
the questionnaire and personnel interviews, one thing is 
common that without 'sewa' of officers they do not give 
suggestions on loan. 
It can be concluded on the basis of responses that 
three things political link, nepotism and bribe play important 
role in loan sanctioning. This rot should be uprooted 
otherwise it will lead to fatal consequences. 
1 0 . Government Policy: 
Q . 3 2 of the ques t ionna i re is concerned wi th 
government's policy. 
Q . 3 2 Are you satisfied with government industrial 
policy towards Small Scale Industries?(Yes/No) 
Response: 32: 
a. 
b. 
Yes 
No. 
Total 
Number 
42 
158 
200 
%age 
21.0 
79.0 
100 
79% entrepreneurs are not satisfied with this policy 
while 2 1 % are in favour. The policy of J&K as well as 
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Central government is to some extent appropriate and 
commendable except in 2 or 3 points where modification 
is necessary. Framing of a policy which is friendly towards 
small scale sector is no doubt important but actual question 
is, is it implemented or not, are initiatives taken to work 
on that policy or not? 
Conclusion: 
The problem of J&K small-scale industry is peculiar. As 
survey reveals if prices are low the quality is below normal 
standard and no one wants to purchase it. If product is of good 
quality the prices are so high that no one dares purchase it. 
The faults does not lie with entrepreneurs but there are various 
factors responsible, cost of raw material, power charges and 
transportation cost are very high. Less skilled labour, failure of 
local market to absorb product and use of obsolete technology 
are the other causes. Therefore, in order to increase production 
of good quality products it is important to produce such types 
of products that their prices are reasonable and are of standard 
quality and will be famous all over the world and goodwill is 
obtained so that demand for their products will increase with 
leaps and bounds. Nothing is impossible, only efforts are to be 
made and facilities are to be provided. 
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No doubt there is general decrease in financing to 
Small Scale Industries by financial agencies but it is worse 
Jammu and Kashmir. The sanction and disbursement amount 
of JKSFC to SSI units is very nominal as compared to 
liability on this high status corporation in the development 
of Small Scale Sector. In most of the districts sanction and 
disbursement are nil. 
Jammu Kashmir Bank Limited's (JKBL) work in 
Ladakh region is the worst as no amount was sanctioned 
and disbursed during the last three years. Remaining 
institutions work shows that most of the districts are 
deprived of their services. 
On the recommendations of Nayak Committee the 
RBI has endorsed opening of specialised SSI" branches in 
85 districts of the country having high concentration of 
SSI 's . Later, the banks were advised to open such 
specialised branches in 119 districts more having lesser 
concentration of SSI units. According to the data available, 
3 5 3 specialised branches have been opened by the public 
sector banks till March 31 1997 . During the financial year 
1997-98 , only 17 such branches have been opened and that 
the banks have suddenly decided 'to slow this process. Out 
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of 353 branches, 138 were actually not new branches but 
were existing branches converted into specialised SSI 
branches. (Appendix-Vl) 
The position of Jammu and Kashmir is worse than any 
other state. There is only one special SSI branch of State 
Bank of India (SBI) in Bari Brahamna (Jammu). The other 
parts, especially Kashmir region, Ladakh region and hilly 
districts of Jammu region are deprived of these branches. 
(Appendix-VII) 
The above discussion of credit delivery system has 
highlighted various shortcomings. It is the need of the hour 
to solve these problems on war footing in order to make 
credit delivery system more practical and result oriented. 
If this situation continues, it is impossible that state 
economy in general and industrial development in particular 
can make progress, unless and until some steps are taken 
for strengthening the credit delivery system or improving 
banks performance. 
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C H A P T E R - V 
SUMMARY AND SUGGESTIONS 
The main focus of this study is on identification of 
financial problems faced by small scale industries in 
Jammu and Kashmir. It is difficult to cover all uni ts 
engaged which are diverse and widely dispersed, the 
focus of approach in the work is on the main activit ies 
of this sector. 
The study is undertaken with the prime objective of 
examining the main causes of growing sickness (SSI) in 
s tate where any other sector except small scale sec tor 
hardly finds any place in industrial map. Need of the 
hour is not to prove from Statist ical techniques or from 
Accounting Ratios that units is sick or not, the basic 
question is why this s i tuat ion arises that the number of 
sick units is increasing day by day. The study is based 
on the assumption that f inance is the pivot round which 
the whole economic science clusters. In this an a t t emp t 
has been made to find the effects of scarcity of f inance 
on production, labour, market ing and other re la ted 
aspec ts . It also highlights tha t on papers various policy 
measures are taken, various incentives are available, 
various financial agencies are engaged in financing small 
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scale sector for the development of this sector. Are these 
policy measures implemented ?How many units have 
taken benefit from facilities provided and to what extent 
financial agencies are fulfilling their expectat ion? In 
short the attitude of government, and financial agencies 
towards this sector has been examined. 
In spite of the truth that the small scale sector has 
capacity of better utilization of local resources , providing 
more employment and a right way for balanced regional 
development, the state SSI sector has not shown any 
progress during 50 years and remains industrially backward 
as it was. Moreover, the painful experience of entrepreneurs 
who have setup their units with their personal savings 
and borrowings from various sources, come to know that 
the units instead of earning profit are incurring losses. 
After two or three years when en t r ep reneu r s do not find 
the way to come out from the clutches of insolvency, 
their units become sick and ultimately leads to the death 
of units ( i.e. closing of unit). Instead of reducing 
unemployment, it adds some more pe r sons in the tally 
of unemployment . 
This study is a modest at tempt in the direction of 
finding the causes the flaws on the par t of government 
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and entrepreneur. In spite of abundance of resources 
gifted by nature and so many facilities provided for this 
sector, the situation instead of improving is deteriorat ing 
day by day. 
To "nip an evil in the bud" is the best solution for 
combating any problem. Forget the past , what wrongs 
have been committed , there is no need to shed tears 
on it, demand of time is to look at brighter side than 
trace black spot and tackle the problems on war-footing. 
The findings of this study may help policy makers in 
many ways, planners, entrepreneurs and all those agencies 
which are dealing with small scale sector and for all 
those who are interested in the development of this 
sector. Moreover, if the following suggest ions are 
implemented, it will be prove fruitful. 
Professional skill and interest in business are important 
for any entrepreneur to run a business successfully. In 
SSI units success depends upon the person running the 
show. A good en t repreneur can make a sick unit viable 
whereas an incompetent one can make even a successful 
unit sick. The old formula that " People will work for 
us" has gone in ant ique. The modern business philosophy 
is "People will work with us". It means that en t repreneurs 
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must be aware of all business tricks, and should have 
complete knowledge of running a business, then he can 
lead successfully .otherwise competi t ion will throw him 
out. Since the success or failure of unit depends upon 
the man incharge of business , it is suggested that 
management development p rogramme should be organised 
at regular intervals in order to keep them fully aware of 
changing trends of business environment. Short te rm 
entrepreneurial programmes should also be started in 
collaboration with universities, for prospective or existing 
entrepreneurs. Such programmes would help in preventing 
misuse of resources, f inance, and ensure growth 
Automatically it will help a lot in reducing sickness in 
small scale sector. 
Sound equity based capital structure is important for 
both large and small industr ies .To some extent large 
industries can bear more debt as compared to their 
equity . But for small industr ies it is very important to 
have sound equity . It has been observed that unbalanced 
capital structure is one of the main causes of growing 
sickness in small scale sector. A 40 :60 debt equity is 
very appropriate and the capital structure based on this , 
should be considered a balanced one . DIC and financial 
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insti tution must take every possible s teps in this regard. 
They must try to make every effort in making entrepreneurs 
aware about pros and cons of excessive debt in the 
capital s t ructure. It is certain in case of loss, for two or 
th ree years , it will become sick. So extra care must be 
taken in order to ensure that units capital structure is 
a sound one . 
Geographical location of the s ta te is such that it is 
difficult to find an ideal place for locating a unit where 
all facilities are easily available. It is suggested that at 
least two industrial estates under DIC must be established 
in every district with all facilities. Moreover, so far what 
ever s teps have been taken in this regard ,the governing 
author i t ies must ensure that from all these facilities 
provided ,full benefits should be derived . 
Again geographical location makes it difficult and 
has a very little scope for the es tabl ishment of medium 
and large scale industries in the s ta te and thus all the 
hope is on Small Scale Sector for the industrial development 
of the states. There is shortage of raw material. Importing 
of raw material from other states casts a huge burden 
on SSI. It is suggested that in every district DIC should 
have its own raw material bank and should have every 
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type of raw material in sufficient quantity. DIC should 
allot raw material to SSI units on monthly basis and 
vigilance officers must visit these units twice in a month . 
So that progress of these units can be ascer ta ined and 
must ensure that raw material is not misused by 
entrepreneurs .All entrepreneurs must be assured that 
raw material will be supplied regularly without any delay. 
DIC should make correct assessment of raw material 
needed by the unit. The quota system for longer period 
should be abolished .because various short commings 
have been seen in this system. Raw material should not 
be alloted to non.-functioning units. These measures will 
save a lot of money of the unit holder and this amount 
may be used for other purposes. 
Government must take cue from Punjab where once 
shortage of raw material made many units sick but after 
the opening of raw material banks by gove rnmen t and 
private owners ,it became possible to lay foundat ion of 
footloose industries in the state . Today these industries 
are flourishing and raw material of superior quality is 
always available in sufficient quantity. It is necessary for 
the development of J&Kstate, that gove rnmen t should 
pave the way for establishing footloose indust r ies . 
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The main complaint of small scale sector is about 
power. Already stated that power tariff, low voltage, and 
frequent cuts are the main complaints of unit holders . 
No doubt, state has vast potential for generat ing 
electricity and various Mou's have been signed by 
government. The dream of extra electricity supplying to 
other states comes true one day. Instead of providing 
subsidy for diesel genera t ing sets, the state government 
should install high power diesel generating sets in the 
industrial estates and industry concentra ted a r e a s . 
Government should order to ensure adequate supply 
of electricity at least for 16 hours a day during normal 
working hours. Further, recurring annual turnover subsidy 
should be provided to encourage small units to increase 
their production and sales . 
The national small scale industrial corporation (NSIC) 
was setup'by the government of India in 1955 to p romote 
the growth of small scale sector. Since its incept ion, 
NSIC has engaged itself in a wide range of activities. But 
in Jammu and Kashmir s ta te only one branch of NSIC 
has been established at J ammu and that too was opened 
in June 1994 after 39 years of its inception. Its p rogress 
during 5 years is far from satisfactory. It is suggested that 
230 
in order to see that benefit r eaches in all parts of the 
s ta te from this corporation, the urgent need is to open 
a sub-branch office in all distr icts . It will help in solving 
various problems of en t repreneurs , through their hire 
pu rchase scheme, single poin t registration scheme, 
equipment leasing scheme, financial assistance schemes. 
It shall result in avoiding unnecessary wastage of 
money . 
Lack of market for products , produced by small scale 
sec tor is another cause of s ickness in this sector. Some 
measures have taken by government to solve the marketing 
problem but these measures meet only a small part of 
industrial production and for market ing bulk of their 
ou tpu t , small industries have to depend on their own 
efforts. It is suggested the government as well as 
en t rep reneurs should select a suitable market place 
where products of small units are exhibited and sold. 
It will help in boosting of sale .On one hand the problem 
of lack of advertisement of goods will be solved and 
on the other amount blocked in production would be 
realised and used for further product ion . 
Value of finance in business is same as value of 
pa lp i ta t ion of heart in a human body. Normal palpitat ion 
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means go.od health, and in business adequate finance 
means, successful business. Without finance nothing can 
happen ,dreams always will remain dreams. It is observed 
that scarcity of finance is the root cause of sickness. 
Other factors are dependent on finance in one way or 
the other. For the eradication of sickness financial 
agencies can play a leading role. But as observed, in 
Jammu and Kashmir state the attitude of bank and 
financial institutions towards this sector is far from 
satisfactory. Still a vast majority of unit holders are 
dependen t on shrewd moneylenders , who exploit 
entrepreneurs weaknesses. The present need is, financial 
agencies must change their attitude towards small scale 
sector and try to play SAVIOUR'S Role for this sector. 
It is observed that lack of expert and technical staff 
is one of the main problems which effects the working 
of these agencies . In every office and bank which are 
dealing with SSI units, at least one officer should be 
posted, who has full knowledge of small scale sector and 
must be an expert in financial matters also, so that he 
can guide the entepreneurs properly regarding all ingredients 
necessary for any business. Such a step will definitely 
improve the progress and working of these agencies. For 
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tha t it is suggested that special training camps must be 
organised for staff members of commercial banks, DIC, 
SFC and other financial agencies, so that they remain 
fully aware about the techniques of monitoring of credit , 
modern changing banking system and have full knowledge 
of all facilities provided for this sector. 
Lack of literature handicaps the en t repreneurs to 
take full benefits from the SSI policy, schemes and 
incentives. It is suggested apar t from organising publicity 
campaign, some effective methods of displaying the 
relevant literature should be adopted. Adequate copies 
of bank instructions, schemes, RBI guidelines and literature 
provided by SIDBI, NABARD, state and central government 
agencies and all other relevant literature should be 
available in each and every office for the purpose of 
reference and guidance. 
Coverage of financial agencies is limited to specific 
a reas only. The need of the hour is that more number 
of specialised branches should be opened for SSI sector 
in every part of state particularly in those areas which 
are neglected so far. Open ing of branches of JKSFC, 
JKBL, NSIC and SBI with full modern system is the need 
of entrepreneurs . Red- tap ism and unnecessary delay in 
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registrat ion, sanctioning and disbursing of loan are the 
points where entrepreneurs raise their fingers on the 
att i tude and working of concerned agencies. Various 
measures are needed to be taken in this regard. Application 
form for loan should be available in official language of 
state also [i.e. in Urdu], so that peop le can understand 
it easily. All formalities required must be explained to 
applicant at the time when he receives an application 
form, so that fulfilling formalities in piecemeal manner 
is avoided. The power of General Manager of DIC should 
be enhanced .The time delayed in the process of sanctioning 
of loan should be reduced. The bott leneck faced by 
en t repreneurs by way of security and valuation of 
security should be curtailed to reasonable norms. The 
valuation of security should be done according to price 
level accounting and not on the basis of historical 
accounting system. Very low interest rate on loan should 
be charged from those ent repreneurs who wish to setup 
small units in the rural areas, particularly in industrially 
backward areas . All concessions and facilities should be 
provided to them. This will help a lot in the development 
of backward regipns as well as o the r parts of state. 
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Poor monitoring of utilized funds is another factor. 
As observed during survey most of the educated unemployed 
youths are entering in business only to enjoy subsidies. 
Proper monitoring is very necessary, whether the loan 
received is actually utilized or not on the activities for 
which it was drawn. DIC should ensure whether these unit 
holders acquire fixed assets or not and the unit exists 
or not . 
Working capital requirement is very necessary for 
business to run smoothly. Proper training for entrepreneurs 
to make correct working capital estimates is very necessary. 
Less estimates will make it difficult for SSI to live or more 
es t imates will be difficult to digest. On the other side 
it is important that the government and financial institutions 
make arrangements for timely genuine working capi ta l . 
Need based financing of working capital should be the 
approach .o f institutions , ra ther than security or iented 
financing. 
Circulation of money is very essential if fresh credit 
has to flow to this sector. Expediting recovery of old dues 
is necessary. For that concerned authority should designate 
those existing officers who have aptitude for work related 
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to recovery and should exclusively deal with the mat te rs 
of recovery. Moreover s ta te government should provided 
all facilities and assistance for the recovery of loan. 
These additional measures would be possible and 
prove fruitful only when concerned staff is hones t , 
vigilant, and friendly towards entrepreneurs . Half of the 
problems will automatically get solved, if it h a p p e n s . 
Concerned staff should change its attitude and app roach 
from preference to deserving and remain away from 
hidden dealing or black mailing tactics. 
Government alone cannot solve financial crisis faced 
by entrepreneurs. To tackle financial problems, apar t 
from financial institutions, it is the duty of the people 
of state also. The people of state must take initiative in 
this regard. Development of small industry is not merely 
a business, it has vast benefits , it generates employment , 
income, provides shelter and improves standard of living. 
Standard of living depicts per capita income and per 
capita income is index of the position of the s ta te in 
te rms of economic development . 
Islamic philosophy is to eradicate poverty not the 
poor. As per rural development department, 6 1 0 0 0 families 
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are living below poverty line alone in Doda district. It 
can be said that the people of J&K are themselves 
responsible for increasing number of poor people. They 
are lazy and they are not willing to work. During survey 
it has seen, that the people who have no job, are 
involved in illegal activities. If the state wants to come 
out from poverty, one way is through small scale industry. 
The people are giving a handsome amount to beggars 
daily in small towns. Instead of giving alms to beggars, 
(who are physically fit and are able to work), they open 
a trust pool where they should deposi t that money. From 
this money they can start a small scale unit easily after 
one month . Not only this, they will be able to provide 
finance for new units as well as for existing units, Which 
are sick and viable. It will give employment to about 50 
persons in each town. 
It will, fulfil religious duty and social duty at one end 
and on other they will contr ibute a little bit towards 
na t ion ' s development. 
ifjeiiDicis 
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iA.f>I>enclix - I 
Respected Sir. 
I am presently engaged in a research study on "A Study of 
Financial Problems of Small Scale Industries with Special 
Reference to Jammu and Kashmir", for Ph.D. Degree of the 
University of Aligarh Muslim University (AMU). 
The objectives of the present study are to analyse and critically 
examine the financial problems of small-scale industries at different 
stages viz. raw material, labour, marketing, production and export, 
and to evolve the ways by which we can overcome these problems. 
The present questionnaire contains some questions pertaining 
to your business. You need not to reveal your unit not your name any 
where. All the information that you provide will be kept totally 
confidential and will be used only for the purpose of research study. 
I shall be grateful if you kindly spare some time to enable me to 
get your views on my study and help me to get this questionnaire 
filled up. 
Thanking you, 
Yours faithfully 
YASIR LATIF-ANBAR (BALWAN) 
Research Scholar 
Department of Commerce 
A.M.U., Aligarh. 
QUESTIONNAIRE 
1. Name of Unit: 
2. Name of Entrepreneur: I 
3. Date of Commencement of the Unit: | 
4. What Problems did you face with regard to registration? 
a) Unnecessary official delay. 
b) Cumbersome administrative procedure. 
c) Bad attitude. 
(Please rank the above factors) 
5. What is the reason behind choosing business as Profession? 
a) Ambition 
b) Motivation by Govt. Agency 
c) Unemployment 
6. Do you hold any experience of running a business unit before 
starting this unit? Yes / No 
7. Have you attended any programme on promotional and 
development activities on small scale industry organised by 
government agencies? Yes / No 
8. Has any publicity / seminar campaign been organised in your 
area? Yes / N o 
9. What is your investment: 
a) Own contribution. 
b) Credit. | 
10. Please state your sales. 
a) Local market 
b) Within state 
c) Outside state 
11 . How do you sell your product? 
a) With own efforts 
b) Through SICOP 
c) Any other agency 
12. Is the demand of your product sufficient? Yes / No 
13. What type of problems you faced while marketing? 
a) Competition 
b) Lack of advertisement 
c) Poor quality 
d) High cost 
(Please rank the above factors) 
14. Please indicate your capacity utilization? 
a) Upto 50% 
b) 51% to 70% 
c) 71% to 90% 
d) 9 1 % and above 
15. Please point out the reason for underutilization of capacity? 
a) Raw material 
b) Labour 
c) Finance 
d) Power 
(Please rank the above factors) 
16. Factory accommodation? 
a) Own shed 
b) Hired shed , 
c) Industrial estate 
17. Whether the raw material required in your business is available? 
a) Local market 
b) Within State 
c) Outside state 
18. How do you purchase raw material? 
a) Through DIC 
b) With own efforts 
c) Any other agency 
19. Do you get entire quantity of needed raw material? 
Yes / No 
20. Do you get all types of raw materials through DIC? 
Yes / No 
2 1 . How do you rate the services provided by such government 
agencies in case of raw material? 
a) Excellent 
b) Very good 
c) Poor 
d) Bad 
22. Is desired labour available in your area Yes / No 
23 . What type of labour problem do you face? 
a) Non-availability of skilled labour 
b) Demanding higher wages 
c) Inadequate work 
(Please rank the above factors) 
24. Are you satisfied with power policy of J & K government. 
Yes / No 
25. Please state the major sources of finance? 
a) Commercial Banks 
b) Own funds 
c) Financial Institutions 
d) Friends and Relatives 
e) Money lenders 
26. Have you acquaintance of incentives/packages/schemes 
available for SSI units? Yes / No 
27. What type of problems you face in financing your business? 
a) Security norms 
b) Legal procedure 
c) Condition of loan 
(Please rank the above factors) 
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28. What was the attitude of financial agencies? 
a) Excellent I 
b) Good CZ 
c) Poor I 
29. Please indicate usefulness of service you got from these 
agencies. ' ' 
a) Useful • 
b) Satisfactory I 
c) Not satisfactory I 
d) No views I 
30. Please give details of loan. 
a) Amount received 
b) Amount paid back [ 
3 1 . Have you used any illegal means for getting loan? . 
a) Not at all I 
b) Political approach I 
c) Any other approach 
32. Are you satisfied with government's industrial policy towards 
small scale industries. Yes / No ' — 
33. Any other suggestion/remarks do you like to give? 
Signature 
Proprietor / Manager 
APPENDIX - II 
INSTALLED CAPACITY OF POWER STATIONS IN 
JAMMU AND KASHMIR AS ON 3 1 . 0 3 . 9 8 
S. 
No. 
District 
Pulwama 
Power House 
2. Baramullah 
3. Srinagar 
4. Udhampur 
5. Rajouri 
6. Leh (R) 
7. Kargil 
8. Kupwara 
9. Jammu 
10. Dodd 
11 . Poonch 
v 
Installed 
Capacity MW 
. Pampore(Gasturbine-I) 
i. Pampore(Gasturbine-II) 
. Mohra(Hydro) 
i. Lower Jhelum(Hydro) 
. Ganderbal(Hydro) 
i. Upper Sindh(Hydro) 
ii. Upper Sindh(Diesel) 
v. Bemina(Diesel) 
. Chenani(Hydro-I) 
i.. Chenani(Hydro-II) 
ii. Udhampur 
. Kalkote (Thermal)* 
i. Rajouri (Hydro) 
. Satakna (Hydro) 
i. Leh (Diesel) 
ii. Samor (Hydro) 
Bazqoo (Hydro) 
Hunder (Hydro) 
Iqbal Bridge (Hydro) 
Karneh (Hydro) 
Karneh (Diesel) 
Canal Power House 
i. Bhad«rwd (Hydro) 
75.00 
100.00 
9.00 
105.00 
15.00 
22.60 
1.70 
5.18 
23.30 
2.00 
0.60 
22.50 
0.56 
4.00 
2.18 
0.10 
0.30 
0.40 
2.00 
0.60 
175.00 
114.00 
44.48 
25.06 
23.06 
Poonch (Hydro) 
6.98 
3.75 
2.06 
1.00 
-fr56-
0.02 
Total State 
Indicates not in operation. 
396.81 
Source: Compiled from Digest of Statistic, 1 9 9 7 - 9 8 , 
Published by Directorate of Economics and 
Statistics, J & K, Govrnment. 
APPENDIX - III 
LIST OF RECOGNISED SMALL SCALE SERVICE AND 
BUSINESS (INDUSTRY-RELATED) ENTERPRISES 
(SSSBEs) 
1. Advertising Agencies 
2. Marketing consultancy 
3. Equipment renting and leasing. 
4. Industrial consultancy 
5. Typing centre 
6. Xeroxing 
7. Industrial Photography 
8. Industrial R & D Labs. 
9. Industrial Testing Labs 
10. Computerised Design and Drafting. 
11. Creating of Database Suitable for foreign/India markets. 
12. Auto repair Services and Garages. 
13. Documentary Films on themes like, family planning, social 
forestry, energy conservation and Commercial advertising. 
14. Laboratories engaged in testing of raw material, finished 
products. 
15. "Servicing Industry" undertaking engaged in maintenance, 
repair, testing or servicing of all types of vehicles and 
machinery of any description including electronic/electrical 
equipment/instruments i.e. measuring/control instruments, 
motors, watches, television, tape, VCRs, Radios, etc. 
16. Laundry and Dry Cleaning. 
17. X-Ray Clinic 
18. Tailoring 
19. Servicing of Agriculture farm equipment e.g. Tractor Pump, 
rig, boring machine etc. 
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20. Weigh Bridge 
2 1 . Photographic Lab. 
22. Blue Printing and Enlargements of Drawing/designs 
facilities. 
23 . All ISD/STD Booths. 
24. Tele Printer/Fax Services. 
25. Sub-Contract Exchanges (SCXs) established by non-Govt. 
Industry Associations. 
26. EDP Institutes Established by Voluntary or Associations/ 
Non-Government organisations. -
27. Studio, Colour, Blacks and White equipped with Processing 
Lab. 
28. Rope-way in hilly areas. 
29. Cable T.V. Services - "Installation and Operations of Cable 
T.V. Networks". 
Source: "Small Scale Sector" Published by DCO (edition 1999), 
Department of A & RI, Ministry of Industries Govt, 
of India. 
APPENDIX - IV 
LIST OF ACTIVITIES NOT RECOGNISED AS SMALL 
SCALE SERVICE AND BUSINESS (INDUSTRY 
RELATED ENTERPRISES (SSSBEs) 
1. Transportation 
2. Storage (except cold storage which is recognised as SSI). 
3. Retail/Wholesale Trade Establishments 
4. General Merchandise Stores. 
5. Sales outlets for Industrial Components. 
6. Health Services Including Pathological Laboratories. 
7. Legal Services.' 
8. Educational Services. 
9. Social Services. 
10. Hotels. 
Source: "Small Scale Sector" Published by DCO (edition 1999) 
Department of A & RI, Ministry of Industries Govt, 
of India. 
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APPENDIX - VI 
LIST OF SPECIALISED SSI BRANCHES 
OPERATIONALISED BY PUBLIC SECTOR BANKS 
S.No. 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 
25. 
26. 
27. 
Name of Banks Newly Opened 
Converted 
Allahabad Bank 
Andhra Bank 
Bank of Baroda 
Bank of India 
Bank of Maharashtra 
Canara Bank 
Central Bank of India 
Corporation Bank 
Dena Bank 
Indian Bank 
India Overseas Bank 
Oriental bank of Commerce 
Punjab National Bank 
Punjab and Sind Bank 
Syndicate Bank 
UCO Bank 
Union Bank of India 
United Bank of India 
State Bank of Bikaner and Jaipur 
State Bank of Hyderabad 
State Bank of Indore 
State Bank of Mysore 
State Bank of India 
Vijaya Bank 
State Bank of Patiala 
State Bank of Saurashtra 
State Bank of Travancore 
Total : 3 5 3 
3 
5 
18 
16 
2 
31 
4 
3 
1 
8 
11 
14 
11 
4 
5 
— 
23 
2 
6 
2 
4 
18 
6 
11 
3 
4 
2 1 5 
1 
3 
2 
9 
4 
4 
28 
— 
21 
1 
— 
— 
4 
1 
— 
6 
— 
15 
1 
— 
1 
1 
33 
— 
1 
1 
1 
138 
Source: By Courtesy RBI, New Delhj. 
APPENDIX - VII 
STATEWISE LIST OF SPECIALISED BRANCHES OF 
SSI AS ON 31 MARCH 1 9 9 7 
S.No. 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
2 1 . 
State 
Andhra Pradesh 
Bihar 
Delhi 
Goa 
Gujarat 
Haryana 
Himachal Pradesh 
Jammu and Kashmir* 
Karnataka 
Kerala 
Madhya Pradesh 
Maharashtra 
Orissa 
Punjab 
Rajisthan 
Tamil Nadu 
Uttar Pradesh 
West Bengal 
Dadra and Nagar Haveli 
Doman and Diu 
Pondicherry 
Total 
No Branches 
23 
8 
15 
1 
36 
20 
3 
1 
28 
17 
24 
34 
1 
39 
7 
8 
29 
28 
1 
1 
1 
3 5 3 
* State Bank of India has opened only branch at Bari 
Brahmana Jammu. 
Source: Compiled from "By you, for, with you" Published by 
Development Commission SSI Department of A & RI, 
New Delhi (edition 1999). 
IHilo cinfif 
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